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Supplier relationship management is a multiyear strategic supply chain management practice and a 
planning tool, which aims to value creation by managing the sourcing operations in a systematic way. 
Typically, a company can create value from an SRM by utilizing its systematic processes for 
collaboration or supplier development schemes with key / strategic suppliers. However, an SRM does 
not exclude the usage of competitive sourcing methods for value claiming from commodity supplier 
relationships, for example.  
 
An SRM program can also create value by organizing the supply chain processes in a more functioning 
way leading to an improved operational excellence and elimination of unnecessary processes. Therefore, 
most of the typical SRM benefits can be considered non-financial, which will result in monetary value in 
time. By comparing existing statistics which kind of benefits companies have gain or seek by 
implementing the SRM program it seems that the cost reduction, risk management and operational 
improvements are the top three benefits.  
 
This research aimed for the researching and creation of an SRM model for Ahlstrom (currently 
Ahlstrom-Munksjö) as a recommendation how to go forward with the implementation of the SRM 
program. The suggested SRM model contains seven sections or themes of an SRM (Value proposition 
and measurement, Supplier segmentation, SRM Governance structure, Supplier performance 
management, Supplier development, SRM IT Systems and Supplier collaboration). The sections / 
themes worked as a basis for research questions in this research.  
 
The research questions were studied via theoretical and semi-structured interview analysis. In addition, 
some of the hypotheses were also investigated empirically as case studies resulting in empirical findings 
regarding the functional method for supplier segmentation, “Case: KPI Reporting tool” and risk 
management value analysis. “Case: KPI Reporting tool” can be seen as a good example of how 
technology (SAP) can create value for SRM / supply chain management processes. 
 
Based on the findings of this research, this thesis concludes that a company can create value from its 
supply base by identifying its strategic and core suppliers, developing appropriate actions per segment or 
supplier and organizing the SRM program systematically by the SRM section.  
An SRM is a continuous development program, which means that processes by the SRM section should 
be revised, reflected and analyzed as the SRM program matures. 
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Työn nimi  
Toimittajasuhteiden hallinta: Arvon luominen toimittajien ja prosessien järjestelmällisellä hallinnoinnilla 
 
Pääaine 
Metsäekonomia ja markkinointi 
 











Toimittajasuhteiden hallinta (SRM) on monivuotinen strategisen toimitusketjun hallinnan käytäntö ja 
suunnittelutyökalu. SRM tähtää arvon luomiseen johtamalla hankinnan toiminnot systemaattisella 
tavalla. Tyypillisesti yritys voi luoda arvoa hyödyntämällä SRM:n systemaattisia prosesseja kun se 
harrastaa yhteistyötä strategisten tai avain toimittajien kanssa. SRM ei kuitenkaan sulje pois hankinnan 
kilpailullisia käytäntöjä kun kyseessä on niihin sopivat toimittajat ja liiketoiminnat.  
 
SRM:n prosesseihin kuuluu myös toimitusketjun prosessien organisointi tehokkaammalla tavalla, joka 
johtaa parempaan toiminnalliseen tehokkuuteen ja turhien prosessien eliminointiin. Tästä syystä 
tyypillisimmät SRM:n hyödyt ovat aineettomia, jotka johtavat rahallisiin hyötyihin aikanaan. 
Kustannusten pieneneminen, riskin hallinta ja toiminnalliset tehokkuudet näyttävät olevan kolme 
tärkeintä hyötyä, kun verrataan saatavilla olevia SRM tilastoja ja tutkimuksia liittyen mitä hyötyjä 
yritykset saavat tai hakevat SRM ohjelmasta. 
 
Tämä työ tähtäsi sopivimman SRM mallin tutkimiseen ja luomiseen Ahlstromille (nykyisin Ahlstrom-
Munksjö). SRM mallin tarkoitus on toimia suosituksena kuinka Ahlstrom voi kehittää SRM ohjelmaa. 
Suositeltu SRM malli sisältää seitsemän SRM:n osa-aluetta / teemaa (Arvoehdotus ja arvon 
mittaaminen, toimittajien segmentointi, SRM:n hallintorakenne, toimittajien suorituskyvyn hallinta, 
toimittajien kehittäminen, SRM IT Systeemit ja yhteistyö toimittajien kanssa). 
 
Tutkimuskysymyksiä lähestyttiin teoreettisen analyysiin ja teemahaastatteluiden kautta. Joitakin 
hypoteeseja tutkittiin myös empiirisesti analysoimalla niihin liittyviä tapaustutkimuksia. Nämä 
empiiriset tulokset viittaavat toimivaan toimittajien segmentointi metodiin, “Tapaus: KPI raportointi 
työkalu” ja riskinhallinnan arvoanalyysiin. “Tapaus: KPI raportointi työkalu” toimii hyvänä esimerkkinä 
kuinka teknologia (SAP) voi luoda arvoa SRM:n tai toimitusketjun prosesseihin. 
 
Tämän tutkimusten tulosten perusteella voi johtopäätöksenä todeta että yritys voi luoda arvoa 
toimittajaportfoliostaan tunnistamalla strategiset ja ydin toimittajat, kehittämällä sopivia strategioita 
segmentti tai toimittaja kohtaisesti ja organisoimalla SRM ohjelman systemaattisesti SRM osa-alueen 
mukaan. SRM on jatkuva kehittämisohjelma, mikä tarkoittaa että SRM:n prosessit osa-alueittain tulisi 
tarkistaa, reflektoida ja analysoida SRM ohjelman kypsyessä. 
 
Avainsanat  
SRM, toimittajasuhteiden hallinta, arvon luominen, toimittajien segmentointi, toimittajien kehittäminen, 
toimittajien suorituskyvyn mittaaminen, hankinnan tunnusluvut, toimittajien hallinta, toimitusketjun 
johtaminen, liiketoimintayhteistyö, strateginen hankinta, hankinta 
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1.1 Introduction to the Supplier Relationship Management (SRM) 
 
Traditionally, the concept of “value creation” is associated with the sales side of the 
business and how a company increases the perceived value of its products for customers, 
eventually resulting in a created value for the shareholders. Supplier relationship 
management offers a similar target but on nuance how value-based sourcing can 
decrease the total cost of ownership and increase the value of procured goods.  
In a modern highly competed era, companies face many challenges in order to remain 
competitive, and the ones wishing to sustain the competitive edge, are required to 
embrace and develop the most current business practices to thrive the business forward. 
Whilst the competition between companies is often about offering the best suiting 
solution for customers’ needs, it can very well also be about competition between supply 
chain networks and who can obtain the most value by managing it effectively 
(Christopher 2005, p. 15). While most of the Fortune 1,000 companies have achieved 
enormous savings since millennium by applying the methods of strategic sourcing, the 
companies are still facing challenges how to manage supply risks, reduce the total cost 
of ownership (TCO), seek innovation and improve supplier performance (Prokopets and 
Tabizadeh 2006). In this context, an SRM offers practices mastering the challenges of 
today’s complex supply environment by collaborating and forming of partnerships with 
suppliers (Christopher 2005, p. 104, 115). In other words, SRM’s systematic 
management of suppliers aims to maximize the value from supplier relationships and 
boost the operational excellence across the enterprise, which is exactly what Fortune 
1000 companies are conducting, and gaining remarkable results by mastering it 
(Prokopets and Tabizadeh 2006; Shutes and Day 2016).  
The concept of Supplier Relationship Management is relatively new. Originally, it was 
introduced in the 1980s, but it took till late 1990s before companies really started to 
adapt the SRM procedures (Rawat 2009; Iacob 2011). Back then and currently, SRM 
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programs provide procurement process and performance improvements leading to a 
dramatic savings through lower production costs, improved quality and reduced price of 
the final product. (Iacob 2011) 
Besides reduced product price or a lower total cost of ownership (TCO) of a certain 
supplier or product category, the typical value propositions from SRM programs 
includes for example:  
 Supply risk management and mitigation  
 Elimination of non-value added work  
 Reduced internal costs  
 Provision of real partnership with clear accountabilities and incentives to deliver 
the increased value 
 Improved operational performance and value delivering capability of suppliers 
 Access to market intelligence  
 (Prokopets and Tabizadeh 2006; Shutes and Day 2016) 
There is no unambiguous answer to how companies can implement SRM procedures on 
an organizational level and gain value by conducting them, simply because the supply 
chains, organizational structure, technological capabilities and strategic objectives of 
companies vary from each other, making the implementations of SRM practices case 
specific. Anyway, any organization can implement a successful SRM program, with the 
commitment of people and support from top management and businesses.  
 
1.2 Purpose of the research and research questions 
 
Ahlstrom was a global Finnish company which operated from 1851 to April 2017 until it 
was merged with Munksjö. Ahlstrom produced innovative fiber based solutions to a 
wide scale of end-use applications, like tea bags, flooring, automotive filtration, medical 
care et cetera. Ahlstrom was originally a forest industry company and it was a 
globalization pioneer among Finnish companies when it acquired Cartiere Bosso S.p.A. 
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in Turin, Italy in 1963. In 2016, Ahlstrom’s total sales were 1.086 billion and adjusted 
EBITDA 12.1 %. (Ahlstrom 2016; Ahlstrom-Munksjö 2017) 
The initiative to research an SRM program arose from demand for innovative value 
creation by the development of SRM processes. This research aims to produce a 
sophisticated solution on how to implement SRM processes inside Ahlstrom. The 
research concentrates specifically on how an SRM program could be implemented to 
support Ahlstrom’s raw material categories to create more value by managing the 
supplier portfolio and related processes. This is done by identifying and aligning the 
theories and methods of SRM related subjects to produce a hypothetical an SRM model, 
which could be eventually tested in a real-life business environment. Research is 
conducted by a theoretical analysis, interviews and practical work together with 
Ahlstrom’s procurement professionals to build an SRM capability via pilot phase an 
SRM project and to develop a recommendation of suitable an SRM model for 
Ahlstrom’s needs. The requirement for an SRM model was to include a detailed set of 
suitable SRM related processes as a road map how to move forward with the 
implementation of the SRM program.  
In academic context, the content of the theoretical analysis of the SRM model and 
methods how to address the various SRM related issues, could be used as a case study 
reference or a theoretical framework, when investigating the implementation of SRM for 
another company or addressing the SRM related subjects theoretically. Also, the actual 
results give a reference of how the conducted methods suited the creation of 
recommended processes to include in an SRM model and eventually in company’s SRM 
program.  
If the results of this research, like the suggested SRM model or the processes of it are 
used as reference for some other research or company’s SRM program, it should be 
noted that Ahlstrom (currently Ahlstrom-Munksjö) is a global large enterprise producing 
fiber based materials. This means that most of the total expenses (56%) arise from the 
procurement of raw materials, more specifically pulp, synthetic fibers and chemicals. 
This again means that the premises for value creation are different in comparison with 
other industries within the same value chain, like an automotive assembly industry or in 
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a forest product industry, which leads to the need for tailoring the SRM model and 
processes by a case. Nevertheless, this thesis aims at research and testing of various 
general SRM processes and techniques resulting in a recommendation of a customized 
SRM model of which suitability for further implementation should be reflected against 
company’s position in the value chain and business value drivers of a company. 
To understand the bigger picture and to form an efficient SRM program, it is necessary 
to internalize all processes related to it (Park et al. 2010). That is why, in this thesis, the 
wide range of sub research questions were necessary to cover to find most suitable 
processes for an SRM model. Due to the practical nature of this research, the research 
questions are aligned strongly with actual work to be conducted.  
Table 1 illustrates research questions by an SRM section / theme by describing the 
objectives this research addresses. The research questions were formed to identify 
processes and answers, which are considered essential when building an SRM program. 
The formation of the research questions is based on the investigation of various SRM 
models and the identification of which are the most essential subtopics to include in a 
hypothetical SRM model. More descriptive explanation of the formed hypothetical SRM 
model is in section two, “Outlook on SRM Research”. Briefly, it explains the theoretical 
background of why certain subtopics are necessary, integration between them and what 
kind of benefits SRM might bring. 
It was encouraging that Ahlstrom’s procurement was able to implement a relatively 
good share of the SRM initiatives during this research. This gives practical results 
available on how successfully the pilot phase SRM program was conducted during 
2016/Q4 – 2017/Q1, before the merger with Munksjö. Due to the confidentiality issues, 
some of the results are not appropriate to publish, still, this research aims to report the 
key findings as comprehensively as possible without revealing any sensitive 






Table 1. Themes of the SRM model and research questions. 
SRM Cases - Supplier 
Collaboration
How to prepare, establish, manage and report SRM 
Cases? 
Supplier Development
How to systematically identify and create value worthy 
SDE cases and motivate suppliers to commit to the 
development of their capabilities?
SRM IT Systems
Which programs and tools are most suitable for 
Ahlstrom's SRM processes and are integratable with our 
and suppliers existing systems?
Who are the strategic and core suppliers of Ahlstrom's 
businesses? How do we identify them?
How to measure and incentivize suppliers to obtain 
optimal post-contract value or improve their service / 
performance?
How to establish KPI measurement as part of 
organizational procedures?









What is the organizational purpose and value target of the 
SRM program? How to measure SRM value?                       
Is the strategy aligned with the corporate strategy?




1.3 Structure of the thesis report 
 
After the introduction section, this study offers an outlook in SRM research literature 
and statistics used in this thesis. The outlook illustrates why and how well companies 
execute SRM implementation strategy and which kind of value benefits they extract 
from SRM programs.  
The next section is the theoretical analysis, which explores the most essential processes 
and points of interest regarding the chosen structure of SRM model for Ahlstrom. The 
point of this section was to illustrate and analyze in an organized fashion which SRM 
themes (SRM sections), processes and principles should be considered in theory, when 
implementing an SRM program into a company.  
After the processes of SRM sections have been explored in a theory section, thesis 
emphasis moves on to a methodology section which explains how research was 
conducted and which kind of data was analyzed to form a pilot phase SRM model and 
practical recommendations for further implementation. 
The fifth section of this research presents the results of conducted SRM processes and 
interview analysis regarding the suggested SRM model. The conducted SRM processes 
refer to performed supplier segmentation, risk management value analysis and delivery 
KPI implementation case study. The rest of the SRM model’s processes were identified 
by interviewing company’s supply chain professionals. The results section analyzes and 
opens the suggested SRM model from more a practical point of view, shares the key 
findings and illustrates the current state of the pilot phase SRM program. 
The final section of this thesis combines the discussion and conclusions parts of the 
research. The point of the section is to illustrate the functionality of research methods, 
present ideas for further research, assess the research results and on which level research 
results are aligned on available SRM research. The section also concludes the main 
theoretical and empirical findings as recommendations what to consider in a SRM model 




2 Outlook on an SRM Research 
 
2.1 Overview of the literature 
 
The theoretical framework of this thesis has been composed by referring to the wide 
range of the latest researches on this field by inspecting journal articles, research reports 
and other publications published mainly by consultancies and various business 
academics.  
Findings of the most current SRM practices were compared with older studies and other 
supply chain management (SCM) publications in order to understand the development of 
the topic better. By inspecting various publications and reports since the late 2000s, the 
SRM’s main message of being a systematic practice of effectively managing the supply 
base has remained. Table 2 illustrates the variation and similarities of sub-topics, which 
are considered as the important cornerstones of SRM by source. 
 
Table 2. SRM Models and frameworks by source. Sources: Prokopets and Tabizadeh 






The purpose of the “outlook on an SRM research” section is to compare, comment and 
analyze various SRM studies and publications in a transformative purpose to illustrate 
the general themes of SRM, an SRM implementation and SRM benefits. Any statistical 
figure et cetera references are used in a nonprofit purpose to research the addressed 
phenomena.  
The State of Flux (procurement and supply chain consultancy), has been researching 
SRM practices since 2009 by surveying 275 global businesses representing over 25 
industry sectors (Shutes and Day 2016). It highlights in its latest Global SRM Research 
(2016) report, that currently and in future, the usage of modern technology plays an 
important role when extracting the value from supplier relationships. This includes 
exploitation of various programs, like SAP SRM, to boost operational efficiency and 
forming of an electronic data interchange system with a supplier, for example. The shift 
in emphasis of using the modern technology in SRM processes can be considered as a 
serious signal for companies to consider investments in the digitalization of supply 
chain.  
Besides the SRM model introduced by State of Flux, several other sources were 
comprehensively analyzed to identify the sections or themes of SRM requiring deeper 
investigation to comprise the SRM model for Ahlstrom (Table 1) as an appropriate 
recommendation how to move forward. One of the main influencers was Archstone’s 
“Five key elements of SRM” (Table 2), introduced in its 2006 SRM publication 
(Prokopets and Tabizadeh 2006). Third of the main influencers include PWC’s “Mature 
SRM model” introduced in PWC’s 2013 SRM publication, which is almost congruent 
with Archstones model (Hoek 2013). State of Flux’s SRM model consist “6 pillars of 
SRM” (Table 2), whom content was quite similar than with the others, just the nuance of 
emphasis was noticeable. This was very common when examining existing SRM reports 
or researches.  
On a topical level, the researched SRM model for Ahlstrom is closest to Archstone’s 
model, but is extended to include the topics of “Value proposition and measurement” 
and “SRM Cases–Collaboration”.  
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The value proposition refers to a targeted benefit an SRM program or managed 
relationship can bring to a business (Shutes and Day 2016). The value proposition was 
covered shortly as a concept in PWC’s, Archstones and Procurement Leaders SRM 
reports regarding on organization’s requirements for SRM (Hoek 2013) (Prokopets and 
Tabizadeh 2006) (Webb 2013). The State of flux’s 2016 SRM report argues value 
proposition even being “Starting point for any SRM program” (Shutes and Day 2016).  
SRM Case(s) (collaboration) refers to a specific supplier relationship, including the 
practical applications of other elements how to manage the relationship and extract value 
from it, when collaborating with a supplier. According to the basic principles of this 
element, it has the most common ground with the State of Flux’s (2016) “Collaboration 
Pillar” (Shutes and Day 2016). 
 It is mentionable, that due to Ahlstrom’s internal needs, the Supplier Development 
(SDE) was identified as an important issue to be covered as part of the SRM program. 
Above stated references, except Archstone’s, did not concern supplier development 
separately as a comprehensive component of SRM (Prokopets and Tabizadeh 2006). 
Even though the concept of supplier development was not issued separately as a topic, 
for example The State of Flux’s report considered similar issues in its “Value” and 
“Technology” pillars, where SDE was simply reported or targeted benefit of an SRM 
(Shutes and Day 2016). For comparison, PWC’s SRM publication issues “Supplier 
development competencies” in its “Process” element of its SRM Maturity Model (Hoek 
2013). Variation how “Supplier development” is issued in different references, reflects 
the emphasis on nuance how different consultancies present SRM in their reports. In the 
context of SRM, supplier development can be understood simply as a supplier 
performance and capability improvement program which is integrated, as a sub project 
or value proposition, to the overall SRM program (Webb 2013 and CIPS 2013). CIPS 
(2013) (“the world's largest procurement and supply professional organization”), issued 
specific articles of supplier development, supplier incentivisation and performance 




2.2 Implementation and benefits of SRM 
 
2.2.1 Background of the publications 
 
This part of the thesis work presents the past research of how, and how well, companies 
have implemented SRM practices, and research of which kind benefits companies have 
obtained or are looking for, by the implementation of SRM program. 
Most of the SRM publications investigated for this thesis, details example of the targeted 
benefits of the SRM program. On the other hand, some publications simply state an 
SRM being a mutually beneficial process to create value or a process of deeper 
collaboration with a supplier to reduce costs and increase a competitive level, for 
example(CIPS 2013 and Iacob 2012). However, to form a picture of actual benefits 
companies have gain via SRM programs; it is required to inspect researches where this 
has been studied. These types of researches, used as a reference in this thesis; include the 
State of Flux’s (2016) SRM research report researching 275 global businesses for over 
eight years, Edbury Daley’s (2010) research report surveying 300 supply chain 
professionals, PWC’s (2013) research report surveying 500 sourcing & procurement 
practitioners worldwide and Filho’s (2010) dissertation of an SRM where he asked 92 
participants to rank the benefits on a Likert scale to survey the consequential benefits of 
SRM for indirect goods in Germany.  
 
2.2.2 Implementation of the SRM program  
 
Referring to the findings of PWC’s research report, current maturity level how well 
companies have implemented an SRM program, was relatively low in 2013 (Figure 1) 
(Hoek 2013).   
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Figure 1. PWC’s Maturity level of SRM. Research findings on what stage companies 
have developed the SRM program. Source: Hoek (2013)  
 
For comparison, it is fruitful to inspect the State of Flux’s 2016 research of SRM users, 
categorized by their SRM index level to three different groups; “leader”, “follower” and 
“other”, by what is the maturity level of different SRM sections (Figure 2) defined 
earlier by the State of Flux as 6 pillars of SRM (Table 2) (Shutes and Day 2016).  
Firstly, it is recognizable that both studies indicate that minority of companies 
researched have achieved advanced status by deploying SRM program. PWC’s report 
shows that only 13% have “established” SRM program in place and none of the 
responders have achieved the “World-Class” level of SRM. The State of Flux’s report 
indicates that 10.5 % of the responders have achieved “leader” status by deploying an 
SRM program. Both studies based their survey questions against their proposed an SRM 





Figure 2. State of Flux’s Assesment of 2016 global SRM maturity. Research findings of 
how well companies have developed each of the 6 pillars of SRM. Source: Shutes and 
Day (2016). 
 
By inspecting these results against the SRM sections mentioned in the SRM models of 
these two reports, it is noticeable that according to State of flux, companies have the 
most developed maturity level on “Governance” and “Engagement” pillars. PWC’s 
report includes answers from all responders to comprise average of maturity level 
against their proposed an SRM model, which indicates “strategy & governance” and 
“process” being most developed SRM sections of companies studied (Figure 3). 
Excluding the “governance” section, it is not possible to draw an exhaustive conclusion 
on what sections companies have most developed SRM capabilities, but when inspecting 
contents of how these two consultancies describe “Engagement” or “Process” sections; 
the State of Flux’s “Engagement” pillar refers to extensive stakeholder engagement and 
PWC’s “process” to a formalized business process of “on-going value creation” by 
supplier segmentation, rationalization, selection and qualification. Therefore, clear 
overlapping and alignment are visible on these two sections in areas of ‘stakeholder 





Figure 3. Current maturity level on SRM enablers. Low scores are explained by total 
number of respondents of whom 23 % did not have any an SRM process and 64 % had 
SRM processes on exploring stage (Figure 1). Source: (Hoek 2013) 
 
This gives room for a conclusion, supported by Shutes and Day (2016), that in general, 
supplier segmentation and governance models are the most advanced SRM components 
deployed by companies. (Shutes and Day 2016 and Hoek 2013)  
It is contemplatable is this development affected by the service offerings of various 
consultancies or are these two components the most essential but as well the easiest parts 
of SRM implementation. To internalize the challenges companies or SRM professionals 
usually face when implementing SRM program in into their organizations, it is 
meaningful to inspect PWC’s list of “challenges and issues when implementing SRM” 
based on the survey results (Figure 4) (Hoek 2013). The list’s number one challenge 
illustrates the typical mindset of the procurement’s role in organization which can 





Figure 4. PWC’s Challenges & issues when implementing SRM. Source: Hoek (2013) 
 
2.2.3 SRM value and benefits 
 
As indicated earlier, SRM programs emphasize value creation via continuous 
improvement of processes to gain financial and non-financial benefits rather than just 
targeting the reductions of costs, especially a price. Anyway, a cost reduction (CR) and 
avoidance (CA) appear to be either number one target, or among top three, when it 
comes to a value proposition or the reported benefits of the SRM (Figure 5; Figure 6; 
Figure 7; Figure 8). This again illustrates traditional value targets businesses set for 
procurement. (Daley 2010; Filho 2010; Hoek 2013; Shutes and Day 2016)   
 
 
Figure 5. State of flux: “Which business drivers will be the most important when 




In addition to CR targets, the risk management ranks among the top three value targets 
when comparing the State of flux’s most important business drivers (Figure 7) with 
Edbury Daley’s survey of the biggest benefits respondents’ company can obtain by SRM 
(Figure 8) (Daley 2010; Shutes and Day 2016). 
 
 
Figure 6. Edbury Daley: “What does SRM comprise, in the way your organization 
defines it?” Source: Daley (2009) 
 
When comparing above mentioned value propositions to the reported benefits of SRM 
by Shutes and Day (2016), it is encouraging to inspect that the benefits are almost fully 
aligned with the targeted values (Figure 7). This development expresses the 
successfulness of the SRM programs. Interestingly, PWC’s report does not include a CR 
benefit at all, just divides benefits to two groups by risk- and performance benefits 
(Figure 8) (Hoek 2013). This is probably due to their general approach on an SRM, 
which does not promote the traditional sourcing mindset of fighting over unit prices, but 






Figure 7. State of Flux: “In which of these areas have you seen benefits from your SRM 
activities so far?” Source: Shutes and Day (2016) 
 
      




Even though it is possible to argue some mentioned value propositions and benefits 
being primary influencers for SRM programs, should be noted that priorities for 
industries, companies and sourcing categories within them can vary from each other 
significantly. To illustrate this phenomenon, it is relevant to inspect Filho’s (2009) 
dissertation where he surveyed the consequential benefits of SRM programs for an 
indirect category from 89 German enterprises representing a comprehensive sample of 
German economy in overall, of which 60% had turnover greater than one billion euro 
and 80 % had SRM programs for indirect goods in place. Table 3 illustrates which kind 
of typical benefits companies can gain via SRM programs for an indirect category. 
Interestingly, “Automate the purchasing process” and “Free up the procurement team for 
value added activities” ranked before the cost reduction benefits (Filho 2009). The 
author argues that this development represents how organizations are shifting from short 
sighted cost focused reasons to implement SRM programs into more long-term strategic 
value creation programs, but does not separate the basic characteristics of how indirect 
goods differ from direct goods (Filho 2009). For example, the sourcing process of 
buying office chairs from IKEA differs significantly of buying critical raw materials 
which Hi-Tech manufacturers require in their production. 
 






3 Theoretical analysis of the SRM model 
 
3.1 Value proposition and measurement 
 
3.1.1 Alignment of value proposition and strategies 
 
In general, a value proposition refers to the promise of value to be delivered via a certain 
product or in this sense, by an SRM program or a sub project of it (Laja 2013; Shutes 
and Day 2016). The previous section covered examples of potential values companies 
target or benefit from SRM Programs, therefore this section focuses more on theory of, 
how a value proposition is formed, and business strategy alignment for overall an SRM 
program or a specific SRM case / project. In the context of SRM, business strategies are 
seen necessary to cover for the sake of value creation, if an SRM team wants to form a 
value proposition for business and generate value via an SRM program for it, it is a very 
basic requirement to identify businesses priorities, targets, objectives, fundamentals, 
restrictions, value drivers et cetera – The strategy, so that the SRM program can be 
adapted to serve the business. In other words, the strategy of SRM should be in align 
with the strategy of business it offers the value proposition for and the values of 
corporation should be the guiding factors for an SRM program. (Hoek 2013; Shutes and 
Day 2016) 
To fully integrate the SRM program to impact and support the business strategy, the 
business stakeholders should support the SRM’s objectives and vice versa.  Especially 
the high level senior support is vital for the SRM execution (Shutes and Day 2016). The 
SRM’s value proposition can help to gain this support and sometimes the initiative for 
SRM program can come from senior management itself, which gives some indication of 
company’s advanced value creation based strategy. 
In overall, the forming of a proper value proposition gives a direction and focus for the 
SRM program, or a sub project of it, and it should be done at the very early stage of 
SRM implementation (Webb 2015; Shutes and Day 2016). By forming of cross-
functional teams or simply taking various cross-functional initiatives and value drivers 
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into account can help to form a proper value proposition. Anyway, an SRM should be 
cross-functional operation supported by the whole organization, making also the value 
propositions something more than just typical financial challenges set for procurement 
(Hoek 2013). To be specific, value propositions can refer to benefits from an SRM 
illustrated in Figure 7 and Figure 8 and these benefits can be obtained either via overall 
SRM program, including the internal SRM improvement projects, like investments in 
new technology, or specific supplier cases, like development and collaboration ventures 
with a supplier.  
Referring to supplier cases, the value proposition from those relationships should work 
as a sales pitch for the business to gain their necessary support and understanding 
(Shutes and Day 2016). There can be several ways of exploring which types of benefits 
SRM can introduce as a value proposition from a supplier relationship. One way to find 
out is to analyze the key supplier relationships and determine them as either cooperative 
or competitive relationships, which also helps to define our strategy towards them, 
cooperative or competitive. When the organization knows the basic approach per key 
supplier, it is more pragmatic to go forward with the formation of value propositions or 
action plans. The exact method how a company or an SRM team can determine the 
distribution of strategies per supplier varies by organization’s supply base, structure, 
people et cetera., but one basic way is to make decisions based on the goods supplier 
supplies for the business, analyzing what is the profit impact and supply risk of those 
goods (Figure 9). For example, if the supply risk is high, then cooperative strategy 
should be considered where the SRM activities possess an important role. Figure 10 
illustrates the activity diagram of the steps used for shaping the purchasing strategies and 
wherein step 2 should provide the attractiveness of certain a supplier’s capabilities and 
step 3 the actual value proposition via action plan. (Kraljic 1983; Park et al. 2010) 
Park et al. (2010) recommended in his SRM research that follow-up studies should 
include analyses of the supplier relationships, including the criteria used to assess and 
choose suppliers. The actual method of how Ahlstrom suppliers were assessed and 





Figure 9. The purchasing portfolio mix. Source: Kraljic 1983; Park et al. 2010 
 
 
Figure 10. An activity diagram of the steps used for shaping the purchasing strategies. 
Source: Park et al. (2010) 
 
3.1.2 SRM value measurement 
 
According to State of flux’s SRM report, just above 50% of the studied companies had 
developed and documented a clear value proposition for an SRM. The percentage for 
value monitoring is even weaker – 40% of the companies are able to identify and report 
benefits from an SRM program and 25% are not able to identify either. (Shutes and Day 
2016) 
This trend illustrates, again, the nature of SRM and challenges of measuring the benefits 
of it. SRM can deliver a wide range of intangible and tangible, or financial and non-
financial values, resulting, even companies with mature SRM programs in place having 
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unsystematic an approach to measure the benefits of it (Hughes and Webb 2009; Hughes 
et al. 2010). Also, when considering an SRM and the strategic relationships it endorses 
as a long term continuous development project, the creation of meaningful value 
monitoring methods can become difficult or too time consuming for many organizations 
to handle (Hughes et al. 2010; Webb 2013). Besides the measurement difficulty or the 
timescale delivery of the benefits, some companies also thought that if they emphasize 
the quantitative measurement then their organization becomes fixed with more tactical 
an SRM focusing on the cost reductions rather than soft value elements of it (Hughes et 
al. 2010; Webb 2012). Fourth major reason identified by Hughes et al. (2010) and Webb 
(2012) simply was that the executives did not require value measurement. On some 
cases the initiative or the commitment for an SRM from executives was so strong that 
the need for highly detailed business case focusing on financial targets became pointless 
(Hughes et al. 2010). 
Even though an SRM value monitoring can seem difficult or unnecessary by some 
companies, it is still executable and important for the sake of reliability for next SRM 
processes and their value propositions. Nevertheless, it requires some innovativity and 
extra effort. For example, when inspecting a risk management factor of SRM’s derived 
value, if company reduces a risk for supply disruption; theoretically it is possible to give 
price tag for it by calculating what would have been the cost of the realized supply 
disruption. For comparison, it is more difficult is to estimate how much supply 
managers’ resources are freed for more value adding activities because they do not have 
to spend countless of hours to find alternative items or arranging the extra logistics et 
cetera. 
In addition to above mentioned an example, Purchasing Partner’s SRM report by 
Hughes et al. (2010) introduces five practices for SRM value measurement, of which the 
“Risk reduction” practice emphasizes similar methods than in the above-mentioned 
example. Second practice introduced is “Existing procurement benefit measurement”, 
issuing traditional procurement KPIs, like cost reduction or cost avoidance, but are 
enforced to measure cost reductions from SRM processes via existing procurement 
measurement systems. This approach can raise issues for organization due to the non-
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accuracy of reporting the benefits resulting in misunderstanding where the increased 
value derived from. Third practice is “SRM specific measurement” which issues an 
advanced model for value monitoring by forming of specific KPIs agreed with a finance 
team, to illustrate the wide range of value an SRM can deliver by connecting it with 
overall business metrics. This approach requires both cross-functional support and 
understanding, to really link the SRM value with, for example, how successfully the 
product development team introduced new solutions for the business. To extend this 
example, also sales will most likely increase after the successful implementation of new 
products for the business. This makes the case for the value measurement of SRMs 
contribution, in a quantifiable form, very difficult, and it is understandable if 
organizations exclude it from value reporting. To overcome this kind of issue, the fourth 
introduced practice “Use of case studies” could be in support by forming of a qualitative 
case story to report the success of certain SRM related activity for senior stakeholders or 
executives. This kind of approach would explain the causal link of various activities 
SRM impacted and reveal the value it brought to processes. (Hughes et al. 2010)   
Fifth and the most frequently used practice by companies, introduced by Hughes et al. 
(2010), is the forming of “Individual supplier scorecards”. This method utilizes KPI 
monitoring and development tracking by comparing it with the existing performance 
level by forming of scorecards for each monitored supplier relationship. Being relatively 
simple to implement and enabling companywide comparisons, this method is definitely 
the most pragmatic for the SRM purposes and could work perfectly for a pilot phase 
SRM program. In the beginning, it is better to concentrate more on relatively easier 
SRM processes to build it step by step to perfect the SRM program and report values 
gained as sales pitch cross-functionally for stakeholders to gain support for extending 
the SRM program further (Prokopets and Tabizadeh 2006). 
 
3.2 Supplier segmentation 
 
Supplier segmentation is one of the most commonly used processes of SRM in general 
and its purpose is to identify company’s most important suppliers (Hughes and Webb 
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2009). Company wants to identify its most important suppliers so it can increase the 
collaboration level with a supplier, develop the supplier or perform some other necessary 
action identified suitable for a certain supplier or a supplier segment (Park et al. 2010). 
All these actions create value for the overall supply chain for example by identifying and 
eliminating unnecessary processes within it, which brings additional costs. Especially 
from an SRM point of view, it is seen that strategic suppliers can qualify as the partners 
of the business to create more value, but because every supplier cannot be strategic, a 
company must perform segmentation or stratification to identify potential strategic 
partners (Hoek 2013). Park et al. (2010) describes three purposes of supplier 
segmentation, first that company would identify most strategic materials, and then 
company could establish attractivity between the parties and finally evaluate the 
supplier’s capabilities.  
Basically, almost all investigated SRM related researches, articles and reports declare 
the supplier segmentation, or key supplier identification, as a major component of SRM. 
Sometimes the title of the process or the emphasis of describing the purpose of 
segmentation varies, for example few sources refers it as “supplier stratification”, which 
refers to the stratification of suppliers to different tiers by their relative importance 
(Prokopets and Tabizadeh 2006). Any case, the variance between exact methods how to 
segment the suppliers is wide. The basic requirements of the process are that it should be 
future-oriented and driven by selected value drivers (Hoek 2013). The exact practice 
how to perform segmentation and what the outcome should look varies by source. Also, 
should be remembered that industries vary from each other and so do the companies and 
raw materials / goods they consume, making the supplier’s capabilities for value creation 
different.  
Park et al. (2010) introduces a descriptive method of how to perform segmentation, step 
by step, as a tool how to identify the attractiveness of a supplier. This supplier 
relationship assessment includes two processes, the evaluation of a strategic material and 
the evaluation of a supplier. First of the processes was briefly covered in the previous 
section (Figure 9) resulting in a purchasing portfolio mix, and ultimately to different 
purchasing strategies; competitive and collaborative. Evaluation of the suppliers is a 
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process of assessing suppliers against different value driven criteria. Table 4 illustrates 
how Park et al. (2010) evaluated five suppliers against six criteria. This method of 
assessing a supplier against six criteria follows the same principles as Dickson’s (1966) 
supplier selection criteria against 23 criteria, which could be identified as the first 
comprehensive view of vendor selection for industrial purchasers (Appendix 1) (Weber 
et al. 1991). 
 




Even though the assessing of suppliers against fixed criteria is a common procedure in 
companies, often via “Supplier performance scorecards”, the criteria for strategic 
supplier assessment should be well planned and selected so that only the suppliers 
obtaining strategic qualities can qualify from both “soft” and “hard” criteria well 
(Moeller 2006). It is also important that, like with the supplier performance scorecards, 
the evaluation criteria are mutually agreed and used within the company (Vance 2013).  
Second method analyzed was Svensson’s model which is used to measure the intensity 
level of strategic relationship between two parties (Svensson 2004). Svenssons model is 
based on the “Expectancy theory”, where basically a buyer and a supplier are heard 
against the questionnaire and the exercise evaluates the expectancy of how a buyer 
overestimates the level of relationship with a supplier (Appendix 2), because according 
to the expectancy theory, a buyer tends to overestimate the strategical level of the 
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relationship (Imanipour et al. 2012). This human factor is therefore important to taken 
account and remembered when evaluating suppliers. The criteria and evaluators should 
be selected so that risk of favoring certain a supplier can be minimized.  
The outcome of the strategic supplier assessment should result in classifying suppliers 
into various segments or groups, with each group containing certain similar qualities 
(Interviewee 12). Rahimi et al. (2008) formed a model of four supplier groups based on 
the synthesis of seven theories of supplier segmentation models and related factors 
related to each group (Appendix 3). Rahimi’s supplier groups each contain various 
characteristics representing certain supplier group and could be used as a good 
benchmark example of when company is establishing its own segmentation or 
stratification portfolio model (Table 5). Regardless of the supplier assessment method of 
classifying the relationship into various segments, it is important that company reflects 
the assessment criteria and results with its own long term goals and value drivers 
(Brimacombe et al. 2011; Imanipour et al., 2012). In this sense, company should 
consider the internal stakeholders and their objectives regarding the supplier 
relationship. In other words, strategies from product development, business, 
manufacturing, procurement et cetera should be aligned when creating an account based 


















In contrast, Positive Purchasing (2015) introduces “quick and dirty” supplier 
segmentation analysis as an alternative for their other more prescriptive segmentation 
process. This “quick and dirty” analysis divides suppliers into three groups “help, hurt or 
hero”, and it is based on the assessment of suppliers by those who knows the supply base 
or suppliers well (Positive Purchasing 2015).  
The aim of this theoretical analysis was to identify, create and test the most suitable 
method for Ahlstrom’s raw material supply base segmentation. The actual method how 
supplier segmentation was eventually done for Ahlstrom is explained in the 
methodology section.  
To conclude the findings from this theoretical chapter, it should be noted that regardless 
of the exact definition of segmentation or its outcome model, which varies by source, 
this research emphasizes that the segmentation should aim at the identification of the key 
suppliers of whom strengths can be leveraged on or weaknesses developed on. In the 
context of SRM, these value creation activities can be done by collaborating with 
suppliers, which includes the supplier development initiatives. To identify the most 
potential suppliers for these activities, the suppliers should be assessed with internally 
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accepted criteria. The criteria to assess the suppliers must be aligned with company’s 
value drivers so comprehensively, that the outcome of supplier assessments can be used 
to segment suppliers into various groups. When assessing suppliers, it is important that 
the risk of a human factor is minimized, for example by basing the criteria values on 
statistical data. (Dickson 1966; Rahimi et al. 2008; Park et al. 2010; Hoek 2013) 
 
3.3 SRM Governance structure 
 
According to the principles of SRM and a CRM, when managing a key account or an 
important supplier, established governance structure is essential for unlocking the value 
from collaboration. This basically means the presetting of a timeframe and an interaction 
model defining the roles and responsibilities of professionals from both parties. In 
general, the roles of SRM governance model should represent the internal stakeholders 
affiliated with the supplier. The timeframe should indicate how often business reviews 
or other discussions are appropriate to be held. (Schauffer 1999; Zimmermann et al. 
2015) 
The roles of the relationship are, for example, a relationship owner, a sponsor of the 
relationship and technical service contacts et cetera, and it is recommendable to have 
these roles defined by both parties (Hoek 2013; Interviewee 5). The acknowledged 
responsibilities issues what kind of topics they should discuss together and which topics 
should not (Prokopets and Tabizadeh 2006; Hoek 2013). Preferably the commercial 
issues, like forming of contracts, are better left for relationship owners, usually account- 
or category managers, or for some other pointed person knowing that side of the 
business better. Figure 11 illustrates the establishment of SRM governance by PWC’s 
SRM model (Hoek 2013). The actual responsibility chain can be simpler or even more 
complex than in Figure 11. The complexity reflects the nature of the relationship, a level 
of formality or simply that the supplier supplies different solutions for various plants, 
involving more stakeholders in the relationship. Hughes et al. (2010) introduces in their 
governance structure clearer liaison between relationship manager (relationship owner) 
and other stakeholders of the relationship (Figure 12). The model also divides the 
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various “project execution teams” from each other who are reporting to cross-functional 
teams, who report about their activities for relationship manager. This is rather simple 
but important issue to be recognized, because it might very well be that the established 
strategic relationship includes numerous of sub projects, of which a relationship 
manager is required to keep close track of so that the proper communication towards 
executive sponsors and a supplier is efficient. 
 
 







Figure 12. Second governance structure example for relationship including the project 
execution teams. Source: Hughes et al. 2010 
 
Governance structure should be also able to define which kind of issues are preferred or 
restricted to discuss on which level of the organization, to avoid confusion or 
jeopardizing of the SRM strategy. Overall, it is important for the relationship that the 
buying organization acts systematically and in coordinated fashion when interacting 
with a supplier and that the general message would stay similar respecting and aligning 
the supplier relationship strategy, no matter is it the key account manager and category 
manager meeting each other or the CEOs of the company having dinner together. The 
same principles go for production units and their daily dealings with a supplier; the 
signals from relationship owner or top management should be taken seriously and for 
example resist the temptation of start buying some material from other supplier 
regardless of the agreed buying strategy. If there are loose ends in the relationship, the 
overall picture might not work. Therefore, the establishment of properly planned 
governance models for supplier relationships is vital for gaining the optimal post-
contract value. (Interviewee 12; Interviewee 2; Interviewee 8) 
By defining a timeframe, a communication structure and roles & responsibilities of 
certain professionals by their expertise area, organization can maintain clarity and 
consistency of the key supplier relationships, which is also beneficial in case of 
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personnel changes (Hoek 2013; Shutes and Day 2016).  The proper planning and 
implementing of the SRM governance engages the people to give their efforts for certain 
a relationship and potential sub-projects it generates (Interviewee 3). The stakeholder 
engagement is therefore seen as a very important component of SRM in general, but 
especially when concerning relationship governance because no matter how excellent 
benefits the collaboration with a supplier could bring, without people’s commitment and 
efforts, the value might never be realized (Shutes and Day 2016). Prokopets and 
Tabizadeh (2006) claims that by formalizing of the governance model for suppliers it 
can reduce the headcount of supplier management by 10 % via the increased efficiency 
and reduction of duplicate roles. Nevertheless is this reality for most of the organizations 
in 2017, the duplications of roles or part time involvement of personnel can lead to the 
misalignment of business targets, supplier confusion or lack of focus (Hoek 2013). 
Forming of a governance structure can seem difficult to organize, most likely because 
lack of motivation, leadership, time, qualification or some other reason, but via proper 
stakeholder engagement plan and executive sponsorship, the successful management of 
stakeholders should be implementable (Shutes and Day 2016). After all, formation and 
structuring of teams could be considered as a basic requirement of any successful 
company.  
 
3.4 Service level and performance management 
 
Measurement of suppliers’ performance is one of the most important components of 
SRM (Prokopets and Tabizadeh 2006; CIPS 2013; Shutes and Day 2016). The typical 
aim of SRM is to establish proactive and two-way performance management system 
resulting in a continuous improvement of a supplier (Park et al. 2010; Hoek 2013). This 
development can be challenging for some companies, because it requires comprehensive 
and accurate data gathering for reliable KPIs, and often the data is spread across the 
organization in various spreadsheets requiring continuous updating (Shutes and Day 
2016). SRM concentrates on keeping close track of key suppliers’ performance, but in 
overall it is recommendable that organization’s supply chain measures the performance 
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of its suppliers to monitor the contracted and agreed service levels (CIPS 2013; Hoek 
2013). 
By establishing a performance monitoring procedure, buying organization sets a 
continuous improvement atmosphere with a supplier to overcome its short comings and 
eventually develop the supplier. This supplier development can work as an incentive for 
a supplier as well, because by improving its performance capabilities supplier can create 
value for other customers as well and improve its competitive edge against competitors. 
(Interviewee 2; Interviewee 12)    
Like the popular saying goes, inspired by Lord Kelvin’s lecture (1883), “What gets 
measured gets managed”; by monitoring suppliers’ performance customer can manage 
the processes and have impact on the service outcome. Performance of a supplier can be 
measured in various ways, of which the relying on the subjective information from 
various individuals would be the most primitive one, and combination of reliable key 
performance indicators (KPI) and quantified supplier assessments could be the most 
advanced method (CIPS 2013).  
When company implements supplier performance monitoring KPIs in action, it should 
pay attention of the quality and the number of KPIs it chooses to track. Usually, it is 
better to have a few very good KPIs, than dozens of various KPIs tracking every single 
piece of action. Selected KPIs should also be communicated and agreed internally, and 
with the suppliers. (Interviewee 2; Wilkinson 2016; Interviewee 8)  
To identify the most essential KPIs to track, a company should pay attention to its 
business value drivers, strategy and objectives of concerned stakeholders, and reflect 
how suppliers affect these factors (Prokopets and Tabizadeh 2006; Deltabid 2014). 
Deltabid (2014) listed total of 28 procurement KPIs divided in to three groups: “Cost 
KPIs”, “Quality KPIs” and “Delivery KPIs” (Table 6), from which company could 
select the most appropriate ones for monitoring of key suppliers. It should be noted that 
some of KPIs does not require constant monitoring, for example relative “perception of 
customer service"  could be evaluated every quarter or twice a year, in comparison to “on 
time deliveries” which requires a data gathering of every delivery from the monitored 
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supplier (Interviewee 2). These KPIs could be evaluated in form of supplier assessment 
assessed against predetermined criteria, quite similar to supplier assessment performed 
to carry out supplier segmentation. 
 




3.5 Supplier development 
 
In the context of SRM, a supplier development refers to a developing of suppliers’ 
capabilities and performance to create value for processes where a customer and a 
supplier interact with each other (Hoek 2013). Compared with the general definition of a 
supplier development by CIPS (2013), which issues the development of a supplier to the 
benefit of the buyer, an SRM emphasizes the value creation for overall supply chain 
including the supplier. This can be achieved for example via collaboration venture with 
a strategic supplier (Prokopets and Tabizadeh 2006). Organization can and should 
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develop other suppliers than the strategic ones, who often lack behind on performance if 
compared with strategic suppliers. In these cases, and with strategic suppliers, the 
properly managed and communicated KPIs work as an incentive for a supplier, because 
by improvement of its own performance and capabilities the supplier can serve other 
customers better also (CIPS 2013; Interviewee 2; Interviewee 12). Performance 
measurement, either via supplier assessments, monitoring KPIs or simply by giving 
regular feedback to a supplier, is therefore essential for supplier development (CIPS 
2013).  
By a supplier development, a customer might want to, for example, development in 
supplier’s product portfolio to mitigate risk or to acquire cheaper goods, have the 
supplier to develop a new product, improve the quality of products, improve the lead 
times et cetera. Whatever the goal is for an SDE, it should be considered as two-way 
continuous improvement activity, which in the best case can result in a proactive 
behavior from a supplier regarding the development (CIPS 2013).  
Before going forward with the supplier development plan, the buyer should determine 
minimum standards of service, quality and performance for company’s suppliers and 
communicate them to the supplier. Then after some agreed period of time, the buyer has 
documented data for various KPIs and is able to communicate them to the supplier and 
use it as an argument for development, if necessary. In extreme situation, this can result 
in an elimination of the supplier if they fail to meet the standards. KPIs can be also used 
as an instrument in supplier negotiations as an argument of demanding development or 
price reductions. For example, assuming that some supplier has underperformed in its 
deliveries for certain sites for a while, and then when it comes time for periodic price 
negotiations, the buyer can argue either price reductions or rightly reject price increases 
the supplier might present. (Interviewee 12; Interviewee 2) 
According to CIPS (2013), the most fundamental pre-requisite for supplier development 
is that organization identifies and analyses its corporate objectives and business needs. 
This pre-requisite is common with the premises of selecting meaningful KPIs, of which 
one can come to the conclusion that when establishing an SDE plan organization should 
reflect its core value drivers, set up meaningful KPIs and integrate them into the supplier 
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development program. If company does not have formal criteria for supplier selection or 
metrics to measure the performance, the supplier development programs tend to be 
ineffective or are left to rely on unprepared contract negotiations and poor performance 
penalties, which effectiveness is questionable without the proper buyer’s leverage 
(Prokopets and Tabizadeh 2006). Other important requirements for supplier 
development are the proper contract-, project management and splendid interpersonal 
skill of personnel carrying out SDE processes (CIPS 2013).   
 
3.6 SRM IT systems 
 
When implementing an SRM in a company, investment in the proper digitalization of a 
supply chain can act as a catalyst for change (Shutes and Day 2016). According to 
Shutes and Day (2016) the majority of companies are still relying on more than 15-year 
old technologies when it comes to management of supplier relationships. SAP SRM, or 
other advanced E-procurement solution can create value by simplifying the procurement 
processes (Rizza 2015). 
Common initiative for the digitalization of supply chain is the creation of the “Procure-
to-pay” (P2P) process, which enables integrated solution between purchases and account 
payables (Loi 2013). P2P supports the procurement process by adding E-procurement 
qualities for procurement processes, these include a selection of a vendor, negotiation, 
real time access to data, invoice recording and electronic data interchange (EDI), for 
example. These developments allow parties to operate in technological environment for 
example transferring purchase orders, invoices in real time, monitoring shipments and 
handling claims. This can reduce the working capital or improve overall working 
efficiency, for example. Timms et al. (2002) argues that by implementing E-
procurement typical company can decrease purchasing costs by 5 % which can result in 
even 30 % increase in sales. Even though this seems quite an optimistic value 
proposition in 2017, it has some truth behind, especially if companies are using 15-year 
old technologies. It should be noted that basic P2P or E-procurement et cetera solutions 
works well for indirect and similar commodity categories but not necessarily for more 
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strategic goods (Timms et al. 2002). When considering SRM’s strategic tasks, programs 
like SAP SRM can be more suitable, which also provide the P2P process. 
Requirement for the “Procure-to-pay” process, or any other advanced IT solution, is to 
have a supplier master data working, which again requires functioning enterprise 
resource planning (ERP) technology implemented (Interviewee 7). The company should 
plan the business case carefully before choosing the ERP technology, because the 
qualities and costs of the ERP license vary significantly (Interviewee 7). Figure 13 
shows the qualities of various ERPs (Gartner 2015). It is visible that SAP is ranked 
among the highest, which is the market leader and as well the priciest.  
 
 
Figure 13. “Magic Quadrant for Single-Instance ERP for Product-Centric Midmarket 
Companies”. Source: Gartner 2015 via Software Shortlist 2016 
 
Some indicative insight of SAP ERPs “superiority” is that Microsoft uses SAP rather 
than using its own Microsoft Dynamics ERP (Interviewee 7). The reason behind is that 
the Microsoft as gigantic company would face incredibly high implementation costs by 
applying new ERP. This illustrates, again, the need for the properly detailed business 
case and the major question organizations should address before implementing ERP; 
what are the qualities of ERPs value creation for our operations and in which time it 
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pays itself back. Usually within the IT investments, the break-even point should be 
reached in three years (Interviewee 7). 
In ideal situation SRM’s data management allows a single source for all relationship 
related information to be shared among the stakeholders (Propkets and Tabizadeh 2006). 
This common repository can be for example some cloud based application, like 
Sharepoint, which can be used for content management but does not give access to 
purchase orders, tenders, “Procure-to-pay” cycle et cetera and is not integratable with 
the ERP.  
For a company with a mature approach on an SRM can consider investment in advanced 
data management / SRM IT tool solution like SAP SRM, SciQuest, Ariba, Vendorlink et 
cetera. Like before ERP implementation, the company should plan the business case 
very carefully. Benefits from the IT solution for an SRM are not specifically just for the 
company’s SRM program, but for the overall digitalization of supply management and 
eventually creating more strategic sourcing function (Dolder and Haag 2016, p. 11). This 
is because in optimal situation the selected solution can be integrated with ERP and is 
able to create consistent “Procure to pay” process, electronic data interchange (EDI), 
data management, content management, performance management, visibility to 
production / warehouse levels, contract management et cetera.  
Investments in modern technology to support an SRM or procurement processes can 
create value and strengthen company’s competitive advantage. Nevertheless, like 
addressed earlier, the preparation should be made scrupulously to avoid potential risks 
and losses. For example, if the company does not obtain enough capabilities for change 
management or does not realize that new tools require the proper training of employees, 
the new tools will remain unused. Investing in something, just for the trendiness of it, 






3.7 SRM Cases – Collaboration with suppliers  
 
In the context of SRM, collaboration refers to a closer partnership with the supplier with 
the target to increase value in the relationship. Collaboration could be referred to the 
basic element or target of SRM, because it is something organizations seek and gain 
benefits from, for example in terms of supplier innovation or supplier development. 
Whatever the actual benefit from collaboration is targeted; the actual functionality of 
collaboration is not self-evident. It requires prescriptive preparation, like the 
identification of strategic suppliers, and being the customer of choice, so that the 
collaboration with the supplier can result in partnership creating value for both 
organizations (Shutes and Day 2016).     
Christopher (2005, p. 214–218) compares collaboration in the supply chain with the 
classic example of game theory, prisoner’s dilemma. In a prisoner’s dilemma two 
individuals do not to collaborate with each other, resulting in a non-optimal outcome of 
prison sentences (Figure 14). According to Christopher (2005, p. 215), the traditional 
competitive sourcing strategy results in sub-optimal relationships from a value creation 
point of view, which is analogous to a prisoner’s dilemma. Christopher (2005, p. 217–
218) claims that in a new competitive paradigm integrated supply chains compete with 
each other and the important cornerstones of managing the supply chain as a network are 
win-win thinking, collective strategy development and open communication.  
 
 
Figure 14. Prisoner’s dilemma. Penalty options (years in jail). Source: Christopher 2005 
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Value creation via collaboration or business negotiations is not a modern phenomenon; 
most likely since the development of the marketplace, traders have considered it being 
beneficial to exchange goods and best practices with each other to create greater value 
(Smith 1776). Lax and Sebenius (1992) addressed that negotiations usually obtain the 
elements of value creation and value claiming and how managers struggle between the 
cooperative or competitive strategy for the business relationship or negotiation. From the 
sourcing point of view, value claiming refers to demand of better commercial 
conditions, like the reduction of the price via various negotiation techniques and tactics 
(Lax and Sebenius 1992). Both, the value creation and value claiming, are important 
subjects in business negotiations, but in the context of SRM, the basis for the business 
case is usually from the collaborative value creation point of view (Interviewee 3). 
Because most likely when the customer receives a better price from the incumbent 
supplier, this can be either result of the general trend of declining variable costs or 
directly from the supplier’s margin. In the latter case supplier can of course try to 
optimize its own supply chain to maintain the margins, but in the worst case; supplier 
faces so fierce a competition in the marketplace that it cannot operate anymore and 
results being out of business. The worst scenario from the customer point of view is that 
the supplier, who obtained unique capabilities and products, cannot produce any more 
due lack of profitability or some other reason. Therefore, like Lax and Sebenius (1992) 
suggested, the strategy for the business relationship should be well thought steps ahead 
and businesses should endorse the cooperativeness with the target of value creation for 
both parties. This requires transparency, very good communication, mutuality and 
proper incentivization of both parties (Shutes and Day 2016). 
So that the collaboration is feasible, the benefits should spread for both parties and a 
customer has to treat a supplier as a stakeholder of business (Shutes and Day 2016). This 
is of course logical but unfortunately sometimes forgotten during opportunistic business 
negotiations. So, if the buyer wishes to create a sustainable collaboration project with the 
supplier, it has to make sure, and preferably identify ahead; what are the incentives for 
the supplier if they come along with the collaboration scheme (CIPS 2013). 
Traditionally, suppliers benefit from the creation of supply agreements by securing of 
the sales, increases in volumes and profitability, whereas the buyer benefits from the 
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economies of scale, the security of supply and risk mitigation (Shutes and Day 2016). As 
said, the SRM can create value for both parties by organizing the current processes in a 
more optimal way, for example by re-structuring of logistical obligations, so that the 
organization who can do it most cost effectively should organize it and transparently 
agree of it with the other party resulting in a lower total cost from overall supply 
operation. By SRM’s principles, this new value is created via collaboration and it can be 
now shared by two parties (Interviewee 12). Second example regards to the creation of 
something new, for example via joint product development. Let us assume that buying 
organization identifies a lucrative niche market with demand for a certain product, in 
theory it obtains the technology to produce these goods, but lacks the raw materials with 
right qualities to go forward. The buyer starts to seek a supplier who could support the 
growth and supply these materials. The buyer identifies, for example via supplier 
segmentation, a potentiality in a strong player obtaining superior technology for a certain 
specialized market. Now, by performing the collaboration venture together, two 
companies can sit around the table and innovate how to join forces so that the supplier 
can create or develop its product suitable for customer’s need creating additional value 
for overall value chain. This supplier’s product development is achieved via joint 
venture obtaining incentives for both companies, which in the best case can result in the 
“continuous improvement mindset” of partnership giving a lucrative base for further 
joint developments and value creation. Capgemini’s research (2016) identified 
“Collaboration in Product Development” as one of the current trends in SRM (Dolder 
and Haag 2016). 
These examples of value creation are not necessarily SRM or CRM specific, but SRM 
aims to give a systematic approach to generate these opportunities, manage the 









4.1 Data and analysis of the semi-structured interviews 
 
Purpose was to test the theories of SRM themes and suitability of theoretical SRM 
model for Ahlstrom by interviewing Ahlstrom’s procurement & supply chain 
professionals, business & sourcing leaders and IT professionals. The target was to 
identify the most necessary processes to be considered in the pilot phase SRM program, 
which capabilities and roadblocks Ahlstrom possess for SRM implementation and which 
areas of internal development are seen necessary for the rollout phase of SRM program. 
Interview themes were categorized by the themes of SRM model, for example supplier 
development, an SRM technology et cetera. Interviewees were selected by the area of 
expertise and the interview questions were allocated by it (Table 7). It should be noted 
that the supplier segmentation and the supplier performance management were issued 
scrupulously by deeper investigation, to implement practical solutions during this 
research and pilot phase. The rests of the investigated SRM themes are not detailed as 
perceptive in the methodology section. These results can be considered as a practical 
outcome from the theoretical analysis and testing of the hypotheses and theory via 
interviews. 
A total number of 17 interview sessions was organized, including the supplier 
segmentation sessions. Some of the interviews were group interviews and some were a 
follow up from the previous interview. This occurred for example in a case when time 
was limited. Interviews were recorded to ensure that important data would not be lost. 
The records were transcribed and processed afterwards alongside with the notes of the 
interviews. Interviews were successful on most of the cases, and on some cases 
interviewee did not have the expertise of certain presented questions but even these 
discussions resulted in the discovery of new knowledge or were generally interesting. 
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Table 7 illustrates the interview themes by professional’s expertise and SRM section. 
The names and exact professional titles of interviewees are not presented due to secrecy 
issues. 
The empirical findings of the interviews were consolidated and analyzed against the 
hypotheses and theory. It should be noted that this research presents synthesis from the 
findings perceived to be valuable, so it does not specify or comment on each answer per 
question presented in Table 7. This is due the practical nature of this research. Also, in 
an academic context it is not appropriate to detail specific answers from the company 
point of view. In general, the presented questions could be compressed in to the 
following forms: “What are the essential processes of X SRM theme from your point of 
view?  Are processes A, B, C essential to be covered in SRM?” 
The final analysis of various SRM sections was used to form recommendations for 
Ahlstrom’s pilot phase SRM model. In addition, supplier segmentation and supplier 
performance management hypotheses were researched further and eventually 
implemented in action to create value for Ahlstrom’s SRM program. Both can be 
considered as case studies on which the theme-related hypotheses were experimented in 















Table 7. Interview framework. The questions by SRM theme and interviewees’ function.  
 
What do you think of the prototype-, pilo- and roll out phase strategy for 
SRM implementation?
Do you agree with the plan how to implement KPI system?
What should be the tolerance levels for deliveries of different goods?
Supply chain top management, 
senior sourcing management, 
category management, supplier 
performance management, plant 
management, plant purchasing
Can we form SLAs with raw material suppliers or have done it?
Do you think supplier has incentives to develop its performance?
Which and how many KPIs you see important?  
Are these presented KPIs good for pilot phase and how about taking few 
more for roll out phase?
Do you agree that we should monitor supplier's performance and the 
value it brings?
Supply chain top 







Why top management's support is so vital?
Should relationship owner be the "highest" in the relationship of supplier 
account?
Is Ahlstrom capable to enfore account based management of suppliers 
with discipline?
Does presented SRM roles and responsibilities support your view how to 
manage SRM cases and supplier relationships?
Service Level and 
Performance 
Management
Supply chain top 









Which functions could be identified as stakeholders of SRM?
Do you agree with cross-functional approach for supplier assesment?
Is this list of assessors comprehensive by business unit?
"Interview questions presented for category managers" in Table 9.
Supply chain top 





Does forming of value proposition support execution of SRM program?
IntervieweesSRM Theme
Why an SRM is seen important to develop for Ahlstrom?
What are your views how to create value by SRM?
How important is SRM value proposition and measurement?
Questions
Does presented value measurement methods apply for Ahlstrom?
Does SRM support corporate strategy and vice versa?
Supply chain top 







Do you agree with the list of existing IT tools that they can support SRM 
processes?
What is required to develop the SAP ERP for e.g. KPI implementation?
SAP SRM and Ariba could suit for Ahlstrom's ERP to support SRM?
Do you agree with the benefits from SRM Software and what are the 
requirements & roadblocks for the implementation?





Which kind of development of suppliers you wish for your category's 
suppliers?
Do you agree with the supplier's incentives for supplier development? Can 
you think more incentives for suppliers?
Do you think this list of supplier development ideas is comprehensive for 
Ahlstrom and adaptive for our suppliers?
Supplier 
Development
What do you think of the action plan to develop SAP KPI TOOL in three 
stages (prototype plant, pilot-phase plants and roll out plants)?
SRM Strategy, - 
cases and action 
plans
Should we create and can we trust NDAs if we collaborate with supplier?
Supply chain top 




Is it best way to start the pilot phase with group strategic suppliers?
What are the requirements for establishing SRM cases with supplier?
Do you think these pre-actions are necesessary before contacting 
supplier?
 What do you think of proposed SRM Governance and pre-fixed business 
meeting model?
Should there be certain pre fixed model of sharing the jointly created value 
by collaborating with supplier or is it case based?




4.2 Supplier Segmentation 
 
4.2.1 Process overview – Multi-method analysis 
 
This section explains the methodology of how Ahlstrom’s raw-materials suppliers’ 
segmentation process was conducted. The point was to segment suppliers into distinct 
groups by their performance and value delivering capability, to identify which suppliers 
are the most strategic and possess qualities for further business collaboration, and which 
suppliers are identified as core suppliers, whom qualities Ahlstrom could potentially 
demand development of, or continue the business as usual and use as alternatives for 
strategic suppliers. 
Segmentation was conducted by identifying the most important suppliers per business 
unit (BU) by spend mainly and assessing of these suppliers to identify the segmentation / 
stratification per business unit. Identification of critical suppliers by supplier assessment 
is based on the theory of a vendor selection process against various criteria leading to a 
hypothesis that with carefully selected criteria and assessors, one is able to identify the 
qualities and capabilities of the assessed supplier (Dickson 1966; Weber et al. 1991; 
Verma and Pullman 1998; Park et al. 2010). Most of the suppliers supplied more than 
one business unit, which was also an important factor for a supplier to be qualified for 
this segmentation analysis. The target was to identify which suppliers are either strategic 
or core suppliers on plant, business unit or group level. To determine is the supplier 
group level strategic, the supplier had to be strategic in more than one business unit and 
qualify from category management’s inspection to determine the final strategical 
ranking. 
The overview of the Ahlstrom 2016–2017 SRM Program’s segmentation process is 
illustrated as a “three-step” process in Figure 15. Each step presented includes two sub 
processes (Figure 15) and the distribution of these sub processes to three steps is based 
on the logical milestones of the whole segmentation process executed.  
Step 1 illustrates the preliminary identification of most important suppliers, which was 
carried out first by comprehensive spend analysis of each business unit identifying major 
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suppliers per business unit by spend and category managers’ judgment does certain 
supplier possess certain qualities to be qualified as potentially strategic.  
Step 2 illustrates the actual supplier assessment phase, being the most challenging and 
time consuming part of the segmentation exercise. Due the cross-functional nature of 
SRM, before the launching of the supplier assessment exercise, it was required to 
identify the companywide internal stakeholders of SRM for supplier assessments on BU 
and plant level. 
Step 3 illustrates the final milestone of the segmentation, on which the supplier 
assessment results were examined together with category managers resulting in the final 
formation of segmentation. 
 
 
Figure 15. Ahlstrom 2016–2017 SRM Program’s segmentation process illustrated as a three-
step process. 
 
4.2.2 Spend analysis of the supply base and data 
 
The conducted spend analysis analyzed the spent by a supplier in Ahlstrom’s four raw-
material procurement categories; natural fibers, chemicals, synthetic fibers and annual 
fibers. The categories were analyzed with the E-Spend management tool which can be 
used to generate procurement reports. The E-Spend tool derives its data from SAP 
Business warehouse program.  
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Analyzed categories consist of approximately 60% from Ahlstrom’s total procurable 
spend in 2016. A total of 507 suppliers represented total spend from mentioned 
categories.  
The analysis was conducted at the beginning of Q4 in 2016 representing available spend 
data from Q1–Q3. Spend trend continuity and category managers’ volume projections 
were used as a reliability statement to the Q1–Q3 supplier data to make it representable 
for whole 2016 spend data. For comparison analysis, suppliers from whom purchases 
were lesser than 1000 € were excluded to make the analysis more purposeful. This 
resulted in total of 399 suppliers representing the total supply base, of which 53 
suppliers represented approximately 80% of the total spend. In other words, 13 % of the 
suppliers represented 80 % of the total raw materials spend during 2016, which made 
13% of the suppliers spend wise interesting for further inspection. 
 
The next step was to allocate these 53 suppliers to correct business units. This was done 
by analyzing each spend category by the business unit the same way as earlier described 
global spend analysis (“which suppliers represented 80% of the category’s global 
spend”). This resulted in a list of suppliers representing 80% of the business units’ spend 
per category, which was compared with global spend analysis. This resulted in the 
comprehensive identification of big spends suppliers in group and business unit level. 
 
4.2.3 Qualitative analysis of supplier data  
 
Qualitative supplier data analysis was conducted by a group interviewing of Ahlstrom’s 
category management team to identify potential strategic suppliers for supplier 
assessments. Category management team interviewed consisted three people of which 
the team leader represented also the natural and annual fiber categories. Data analyzed 
was derived from the spend analysis results. 
Interview questions were constructed to support the joint decision of which of the 
suppliers can be identified as potentially strategic and should be assessed cross-
functionally in “step 2” (Figure 15). Table 9 illustrates the questions presented. 
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Questions were repeated as many times as seen necessary to cover the qualifications of 
every pre-selected supplier per business unit. The interview was conducted in the style 
of open group discussion and debate, rather than direct interrogation to spot “yes or no” 
answers. 
 
Table 9. Interview questions presented for category managers. 
 
 
As a result, total of ten suppliers were removed from the list and two additional suppliers 
were added by category manager’s initiative, resulting in a total of 46 suppliers qualified 
for assessment exercise. Some suppliers were removed because, they did not possess 
desired strategic qualities, they were not identified interesting from a supplier 
development point of view, their global supply coverage was not enough and value 
impact on a business unit was relatively minor or they were simply distributors.  
 
4.2.4 Cross-functional supplier assessment of suppliers’ strategic capabilities  
 
This phase of the supplier segmentation refers to “step 2” illustrated in Figure 15), 
including the identification of internal stakeholders for supplier assessment and the 
execution of supplier assessment. The identification was explained briefly in Section 
4.1.1 and it resulted in the total identification of 84 professional contacts representing 
manufacturing, product development and procurement (Table 10).  





Supplier "B" supplies 
only one plant, can we 
still  consider them 
being relatively 
important  for business 
unit "Y" making them 
potentially strategic?
Does supplier X 
possess strategic 




Table 10. The number of internal stakeholders identified for the supplier assessment. 
 
 
Suppliers were assessed against 24 criteria, which were divided into five functions 
representing areas of value a supplier can impact cross-functionally (Table 11). Each of 
the criteria possessed certain weight impacting the value derived to the rating of a 
certain supplier (Table 11). The rating per supplier, Rsup, is defined as the weighted sum 











                  (1)  
 
Where ci is the i:th criterion, Wi is the corresponding weight and n is the total number of 
criteria. Rating was presented as a percentage of total value the supplier could have and 
it was decided that if supplier gains more than 70% of total value, assessment 
recommends the supplier as strategic. Criteria were assessed with the values ranging 
from 1 to 5 and each of the values per criteria possessed the pre-defined explanation to 
guide the assessor and have the suppliers’ results comparable (Table 12; Appendix 4). 
This method was seen necessary due of the relatively high number of assessors 






PD Leader PD manager
Engine- and 
Industrial Filtration
7 7 4 6
Wallcover & Poster 2 2 1 2
Industrial 
Nonwovens
2 3 1 2
Building & Wind 2 4 1 0
Tape 2 2
Food & Beverage 3 4
Medical 2 4 2
Advanced liquid 
technologies










































Building & Wind, Industrial Nonwovens, Wall cover & Poster, Medical, Food & 
Beverage, Tape and Advanced liquid technologies). 
 
Table 11. The list of supplier assessment criteria by function and weight. 
 
 
Criteria, weight and pre-defined explanations were provided by Ahlstrom’s supplier 
performance management (Interviewee 2). These were examined together with category 
management resulting to the removing of unnecessary duplicate criteria, the creation of 
“Regulatory compliance” criteria and adjustment of weight for new criteria set. Also, 
criteria “Disclosure of environmental data” had to be excluded from the assessment this 
time due lack of relevant data. It is mentionable that pre-defined explanations of criteria 
values in Ahlstrom’s criteria list includes similarities with Svensson’s (2004) 
questionnaire to determine the intensity of the relationship (Appendix 2), except for the 
exact explanations of values (1–5) and specific criteria created and modified to 
Function # Criteria
Procurement 1 Cost Competitiveness as Total Cost of Ownership 6 %
2 Payment Terms 3 %
3 Quality of Delivery performance 3 %
4 Product portfolio range relevant to Ahlstrom needs 5 %
5 Financial Health as Profit & Cash performance 3 %
6 Geographical Footprint as Coverage of Ahlstrom locations 4 %
7 Risk Assessment (Availability of Supplier internal backup) 5 %
8 Regulatory Compliance (How supplier follows local and global 2 %
Marketing
1
Market Trends (Matching and supporting Ahlstrom future product 
requirements based on identified market trends and/or BUs product 
strategy)
5 %
1 Willingness for partnering 3 %
2 Technical Expertise 9 %
3 Alignment with R&D targets 5 %
4 Innovation and breakthrough technologies 3 %
5 Sustainability 2 %
1 Efficiency / Runability (How material delivered supports efficiency of 6 %
2 Local technical service (Continuous improvement; Responsiveness to 6 %
1 Supply & Stock Management 6 %
2 Capacity 4 %
1 Quality system certified 4 %
2 Supplier Validation process for new suppliers 6 %
3 Global Supplier Manual acknowledged 2 %
1 Code of Conduct 4 %
2 Disclosure of environmental data 0 %
3 Environmental expertise 4 %
Weight
Sustainability








determine the strategic qualities of Ahlstrom’s raw material suppliers. This was seen 
necessary due to data reliability reasons. 
Because of the cross-functional nature of this exercise, the research was conducted by 
requesting professionals by their function (Table 10) to assess the criteria per that 
particular function regarding suppliers in their plant or business unit. To be exact, 
product development professionals were requested to provide answers regarding product 
development criteria, manufacturing stakeholders provide answers for manufacturing 
criteria and procurement professionals provide answers to procurement, marketing, 
logistics, quality and sustainability criteria. It should be noted that within the 
procurement stakeholders the criteria responsibilities were divided so that category 
managers were responsible for providing answers from all suppliers regarding 
procurement, marketing, logistics and sustainability criteria, and supplier performance 
manager to quality criteria regarding all suppliers, and Northern-Europe regional 
procurement manager provided his support regarding all answers regarding plants in 
Finland, Sweden and Russia. From total of 84 assessors, only six did not return in their 
answers making the total answer rate 93 %.  
 
Table 12. The example of the pre-defined explanations of values used to assess 
suppliers. Logistic function criteria. Full list by function available in Appendix 4. 
 
 
Criteria 1 2 3 4 5
Supply & Stock 
Management
No consignment or 
VMI programs in 
place. 
Supplier willing to 
implement 
appropriate 






integrated part of 
the price
















for all products and 
all Ahlstrom sites 
Capacity Supplier not able 
to meet Ahlstrom 
demand
Supplier production 










4.2.5 Qualitative analysis of the assessment results 
 
The final stage of the supplier segmentation exercise refers to “step 3” illustrated in 
Figure 15, being the examination of supplier assessment results by interviewing category 
managers resulting in the final segmentation of suppliers. 
Examination was done by forming of SWOT analysis per strategic supplier, supported 
by supplier assessment, to identify does the supplier possess strategic capabilities. 
SWOT and notifications from category manager resulted in the removal of several 
suppliers from the list of “Strategic suppliers” to “Core suppliers”, mainly because 
several suppliers supplied similar raw materials to certain plants and category manager 
decided which supplier is more interesting from the collaboration point of view. This 
decision was also affected by the categorization of raw materials into commodities and 
critical goods. Suppliers who had ability to supply critical goods were seen more 
strategic.  
 
4.3 SAP KPI reporting tool implementation 
 
One of the primary needs for this SRM research from Ahlstrom’s side was to 
investigate, which and how many KPIs we could implement to measure the supplier 
performance (Interviewee 12).  
Investigation continued by interviewing of Ahlstrom’s professionals from regional-, 
performance- and IT management. The list of different KPIs was presented in interviews 
and as result it was concluded that following KPIs should be investigated further as part 
of SRM program: 
 On-time delivery (OTD) KPI 
 Ability to deliver on requested date KPI 
 Delivered volume accuracy (delivery in full) KPI 
 Quality KPI 
 Product development KPI 
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 Customer service KPI 
As a follow up from these interviews it was concluded that on the pilot phase KPI 
implementation, we should concentrate on OTIF KPI (On Time In Full), which regards 
to “on time delivery” and “delivered volume accuracy” KPIs. (Interviewee 13) 
Ahlstrom uses SAP ERP and SAP BW, but at the moment of this research, Ahlstrom’s 
BW (Business warehouse) could not be used for accurate KPI measuring due to the 
divergent ways of implementing data in into the system. It was concluded together with 
interviewees that KPIs should meet two important requirements to make the 
implementation feasible: 
1) KPI data needs to be accurate and reflect the correct documentation of deliveries. 
2) KPI data gathering should not be manually done. Most of the process should be 
automated. 
To meet these requirements, interview with Ahlstrom’s IT management was performed 
with the conclusion that it is feasible to investigate further could SAP ERP deliver these 
qualities for KPI implementation (Interviewee 1). Investigation followed with the 
meeting of regional manager and Mikkeli plant buyer to investigate further how SAP 
ERP could support the gathering of data and eventually the implementation of KPI tools 
(Interviewee 13; Interviewee 9). As a result, it was discovered that if SAP user, like the 
plant buyer, enters the dates scrupulously from the purchase orders and confirmations of 
purchase orders to SAP, it is worth to investigate further can SAP deliver a report 
including variances of these dates. This certain plant, used as a prototype for this 
investigation, was chosen because the adding of required data to SAP (“confirmed 
delivery date”, “Requested delivery date”, “Date of arrivals” and “Delivered quantity”) 
was already part of the work practices (Interviewee 9).  
It was concluded that we should organize meeting with Ahlstrom’s IT service partner 
Tech Mahindra and see is the development of SAP ERP possible. After several meetings 
with Tech Mahindra’s SAP team it was discovered that this development is possible and 
we can start working on the case together. As a follow up for the case, several meetings 
were held with their SAP team to instruct developments of the tool further.  
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5 Research results 
 
5.1 SRM Model 
 
The results from testing the processes of the hypothetical SRM model can be divided 
into empirical findings and findings from interview analysis by SRM theme. First 
empirical finding refers to the performed supplier segmentation and results of it, where 
the hypothesis of a segmentation method was tested and proven functional. Second 
empirical finding refers to the implementation of delivery KPIs case study, where 
hypothesis of how (existing) technology can support SRM processes, more exactly 
supplier performance monitoring was proven possible and realistic. Third empirical 
finding refers to the case study of a risk management benefit measurement method. 
In this thesis, the results are reported by SRM theme / section according to the most 
appropriate style. This means that interview quotes are reported when the information 
resulted in creation of new SRM processes or to a significant modification of the 
presented SRM process proposition / hypothesis. The rest of the interview results are 
reported by referring to the function of the interviewee when some SRM process 
proposition / hypothesis, based on the theories of the SRM processes, was confirmed 
suitable for Ahlstrom from interviewees’ point of view. Also, some of the comments are 
presented as synthesis from interviewees’ various comments if the content was basically 
the same. Empirical findings regarding supplier segmentation and supplier performance 
monitoring are reported as descriptive as possible remembering that methodology 
section already explained the premises of how these results were derived including in the 
used method for supplier segmentation. 
The need for creation of comprehensive SRM model for Ahlstrom can be derived from 
the citation from the interview of supplier performance management:  
“When discussing of SRM - need to make sure for people that SRM means supplier 
relationship management, relationship doesn’t mean only purchase orders. It means 
technical relations to develop a new product (product development relation), 
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commercial relation, quality relation and it needs a complete package. If you miss 
something in this package, if miss something, the relationship cannot be full one.” 
Table 13 presents the SRM model’s 44 practical SRM processes / actions by SRM 
theme / section as part of the pilot phase SRM program. The list is transformed from the 
list of 119 “work processes” identified in “SRM Road map – Project activities and 
timeline – Work Breakdown Structure” document created for Ahlstrom (currently 
Ahlstrom-Munksjö). The original document was reviewed in separate interview sessions 
by three interviewees representing supply chain top management, senior sourcing 
management and supplier performance management. All interviewees approved the 
content from the model but only the representative of supplier performance management 
commented on the list being comprehensive and ready.  Two other interviewees 
commented the SRM being a continuous improvement program of which processes and 
content should be developed according to the experience gained. The representative of 
supply chain top management also commented: 
“It should be noted that usually an SRM program, or any other comprehensive business 
practice requiring change management, takes a few years to be really implemented as 
part of an organizational culture.“ 
This again illustrates the need for comprehensive planning, a stakeholder engagement 












Table 13. Categorization of the pilot phase SRM related processes. 
 Agreement of achieved value sharing and reporting
Decisions of follow-up with strategic suppliers
Voice of supplier survey
Creation and alignment of value proposition and strategy
Establishment of SRM Team roles per relationship
Forming of necessary documentation and schedules
Value analysis and exit plan




Agreeing of business details with supplier
Communication of agenda for selected suppliers
Audit of existing technology to support SRM processes
Identification of value adding SRM technology solutions
Decisions of new IT development or investment
Integration and training of new SRM IT Systems
Improvement of existing systems
Alignment of SDE with value targets
Forming of SRM Cases based on segmentation and 
Communication of SDE targets
Identification of Supplier development needs
SRM Cases - Supplier 
Collaboration
Processes of SRM Model
Shaping of the purchasing strategies
Definition of Standard Service level agreement
Decisions and implementation of KPIs
SDE Value vs. Cost / Risk positional analysis




Cross functional stakeholder identification
Supplier Assessments
Segmentation / stratification of suppliers
Classification of items by supply risk and profit impact
High level SRM scope and strategic alignment
SRM Governance and 
Organization
Stakeholder engagement
Integration of KPI reporting with IT Systems
SRM Theme / Section






Value and risk analysis
SRM Value measurement
Monitoring and reporting frequency
High-level SRM responsibility chain
Definition of Roles and Responsibilities per SRM Case
Confidentiality plan (NDA etc.)
Harmonization of global processes (data, KPI, reporting)





5.2 Value proposition and measurement 
 
5.2.1 Creation of value proposition 
 
This research suggests the creation of the value proposition per SRM project or activity 
before going forward with the process. The proposed financial or non-financial value 
should be inspected via value analysis to determine does the proposed benefits justify 
the costs or risks the project includes, which includes the costs from a supplier side. 
These processes are based on the interview findings from three interviews presented 
below. 
 Supply chain top management: 
“People usually recognize the value when it wasn’t like expected; late deliveries, 
incorrect quantities, errors in quality.. I think the value proposition, when referred to the 
whole supply chain, helps us to keep our own promises forward, which in itself has 
value” 
 Senior sourcing management: 
“In my opinion, ultimately the calculation method – the net benefit coming from the 
project is probably less difficult if you prepare it in advantage before launching of the 
project. When you launch the project with a number of considerations, actions and 
formalities.. You probably need to describe what the expectations are, why you launch 
the project, what output should be and that way also have some calculation method. 
Why you do that, because of that and that will bring what instead of this.” 
 Supplier performance management: 
“Comparing of the costs and benefits is the same as value stream map. It’s called VAVE 
analysis (Value Added Value Engineered), you can refer to value analysis. Because 
sometimes you ask something which look like a detail but on supplier side can be 
something very costly” 
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5.2.2 SRM value measurement 
 
To estimate the benefits from the SRM based projects / initiatives, this research suggests 
“value measurement tool kit” based on analysis of the interview of senior sourcing 
management. The rresented hypothesis of value measurement methods is based on 
Hughes et al. (2010) five practices for SRM value measurement and observation of 
Ahlstrom’s (Ahlstrom-Munksjö) existing practices. 
For risk mitigation value benefits, two interviewees, representing supply chain top 
management and senior sourcing management, presented basically the same idea in 
separate interviews of how to measure risk management benefits. In short, this method 
regards to the estimation of costs generated via supply disruption and the SRM benefit is 
the cost avoidance of this scenario. This method was further developed as a case study 
based on the interview of senior sourcing management and reviewed in a follow up 
interview with the same person. In a follow up interview, the risk management method 
was confirmed as a realistic scenario of a supply disruption.  
The case study followed with assumption that it is possible to estimate what would have 
been the cost of machine stoppage or cost of air cargo (or other immediate method) to 
ensure production levels in case of supply disruption. The cost of air cargo refers to a 
delivery cost from the identified supplier in another continent whose raw material the 
plant might be able use in its production in a short notice. The value brought is the cost 
avoidance of these costs. This research investigated what would be the cost from supply 
disruption for certain Ahlstrom site “A” producing product “B”. The site has only one 
qualified supplier able to deliver specific raw material “C”. The supplier has a good 
performance and quality records, but is a single site supplier, so in case of fire, natural 
disaster, terrorist attack et cetera the production of raw material C might be jeopardized. 
Assuming that supply disruption usually lasts for two weeks and the raw material 
consumption from two weeks is about 42 tons. Production’s added value is 16 000 € per 
day. The average cost of air cargo to this location is 1,175 € per kilo. Two extreme costs 
of supply disruption are in case of machine stoppage 224 000 € and in case of air cargo 
delivery 49 600 €. Most likely the real cost is somewhere between these two costs. SRM 
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suggests site “A” to qualify an alternative supplier for raw material “C” to ensure the 
production of the product “B”. 
The second method regards to the utilization of Atrack program, which is currently 
available at least for old Ahlstrom employees in Ahlstrom-Munksjö Company. Atrack is 
a reporting tool developed to report the cost reductions or the cost avoidances of 
sourcing activities, which can be implemented for cost reductions or avoidances 
generated via SRM as well.  Atrack is used also to create financial estimates for pipeline 
projects. Financial estimates could be considered as value propositions in SRM context. 
The usability of Atrack as one of the SRM benefit reporting systems is based on the 
interviews of senior sourcing management and supplier performance management. 
The third method regards to the creation of individual supplier scorecards, where the 
performance of a supplier would be measured against certain agreed criteria / KPIs 
before the SRM case with a supplier. The performance would be measured again after 
for example the supplier collaboration or supplier development project. The increase in 
performance levels would be the value delivered by that certain SRM case. This method 
was presented for senior sourcing management who commented followingly the need for 
this kind of method: 
“You might have a project where you target to maintain the current cost position, which 
in otherwise would be higher. So, you need to explain it, because in the end, the 
controller sees that cost of the project is what it was before. But maybe if you change 
chemical, which might cost as much it costed before, but at the same time those 
chemicals you used in past become much more expensive or less available. Apparently, 
you don’t have big cost advantage but in reality have big cost avoidance. And that you 
need to explain and document. “ 
Based on this comment, this research suggests the utilization of “Vendor Evaluation 
tool” or supplier assessments to further practice or the creation of the unanimously 
agreed supplier scorecard for this purpose. 
During the interview, the fourth method regarding the formation of a case story, was 
simply stated a subjective written expression of the achieved value via collaboration 
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with the supplier, or by some other project related to SRM. The above explained, the 
case of risk mitigation analysis, has a nuance of this method, and most likely, in many 
cases where the value derived is rather difficult to measure, an extra explanation in form 
of a story is beneficial. The case stories could be especially used to inform top 
management of SRM benefits. 
The fifth method, regarding the agreement of value reporting with finance team or 
another stakeholder, was stated difficult during the interview. This supports the 
hypothesis of this method. However, the interviewee (senior sourcing management) did 
not consider it as impossible: 
“Difficult but not impossible. Difficult to measure the standards.. but need to define the 
rules and you cannot automatize. Then you need to have team which validates the 
outcome, this calculated this and this and that way, because this is not a net additional 
benefit, but its improvement.. and It is new but when we do this, we are not doing what 
we were doing before, the old one, so the net is the difference –  between the income of 
of doing something new and the old one. “ 
This method could be left out from the pilot-phase SRM program but revised when the 
SRM has matured enough. 
 
5.3 The segmentation model and the results from segmentation 
 
This research suggests the company to perform supplier segmentation or stratification on 
an annual basis as part of the SRM program, which is based on the comments identified 
from interviews of supply chain top management and senior sourcing management 
basically stating that: “The list of suppliers should be updated but not necessarily more 
than once a year”.  




“The outcome of the strategic supplier assessment should result in classifying suppliers 
into various segments or groups, with each group containing certain similar qualities 
and action plans”  
In other word, this supports the hypothesis that the objective identification of suppliers, 
by their strategic capabilities, gives clarity for management of which suppliers can be 
concerned as strategic partners on group or business unit level, and which kind of 
actions are appropriate to be taken with a certain supplier or segment. Actions can refer 
to collaboration or supplier development activities. 
Supplier segmentation performed in the autumn of 2016 for Ahlstrom’s raw material 
suppliers resulted in total of 10 group strategic suppliers (Figure 16), which are 
considered the most important suppliers with whom to launch collaboration projects as a 
part of the pilot phase SRM program. Figure 17 illustrates the principles why suppliers 
ranked to which tier and Figure 16 shows the total distribution of 46 assessed suppliers 
and the recommendation per segment. It should be noted that the number of suppliers in 
Figure 16 is higher than 46 because most of the suppliers were assessed in more than 
one business unit, making the results also a business unit specific. Due to the 
confidentiality issues the names and actual distribution of suppliers per business unit is 
not revealed. 
The segmentation method can be also considered as the research result, because the 
hypothesis of the method was based on the interview of category management and 
supplier performance management, reviewed and proven as a potentially working 
method during the first interviews of the supply chain top management and senior 
sourcing management and eventually tested as a functional method by interviewing 
category management about the supplier results. 
Recommendations of segments in Figure 16 are based on the interviews of category 
management, senior sourcing management and supply chain top management.  
Explanations of segments in Figure 17 are based on a group interview of the category 
management, senior sourcing management and regional sourcing management where the 





Figure 16. Supplier segments and recommendations. 
 
  
Figure 17. Supplier segmentation model. 
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5.4 SRM Governance structure – Responsibility chain 
 
As a part of the SRM program, this thesis suggests the organization to define, what are 
the roles and responsibilities of personnel taking part in the SRM cases with a supplier. 
In this sense, the SRM cases refer to long-term collaborative development with strategic 
suppliers and its generation of SRM related projects with a supplier. This statement and 
governance structure in overall was derived from the SRM’s theory of strategic account 
based management and confirmed as important part of Ahlstrom’s SRM during the 
interviews. Interview citations by interviewee’s function below. 
Supply chain top management: 
“The stakeholder engagement is important so that the organization acts systematically 
and consistently towards the supplier.. When it comes to SRM, the roles need to be 
clear.”” Point is that we need some kind of governance model which is the best 
understanding about the situation at the moment” “Signals from top management has to 
work seamlessly.” “It is quite natural that the SRM is handled primarily with the group 
of plant personnel, if the supplier supplies only that plant. If a corporate wide supplier, 
then category management included. The whole thing is basically that more locations 
the supplier supplies, more contact points exist per relationship.”  
Regional sourcing management: 
“(SRM) Governance and organization is who will meet who and when. For example, 
when our CEOs should meet each other, no need to meet if there is no strategic 
partnership and no need them to meet monthly about the operations, just annually as 
symbolic to share the visions. Then there is a connection at EVP level, a connection on 
commercial topics, for customer service topics, for day to day topics..” 
Senior sourcing management: 
“..Then all the work is made more by operational people, with the contribution of 
various stakeholders, but must have clear top management’s commitment.” 
Supplier performance management (same citation as in the section 5.1): 
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“When discussing of SRM - need to make sure for people that SRM means supplier 
relationship management, relationship doesn’t mean only purchase orders. It means 
technical relations to develop a new product (product development relation), 
commercial relation, quality relation and it needs a complete package. If you miss 
something in this package, if miss something, the relationship cannot be full one.” 
Figure 18 presents the outcome of what would the general responsibility chain between 
supplier and customer look like, based on the theory of account based strategic 
management, the observations of Ahlstrom’s roles, the existing draft document of 
Ahlstrom SRM governance (part of suspended an SRM project in 2013–2014) and 
professional interviews. The discussion and conclusions of the presented responsibility 
chain and the roles of it are explained in Section 6.4.2.  
Criticality of the top management support for SRM is clear from above comments, but 
based on the interview of supply chain top management, the role of relationship owner 
(key supplier manager et cetera) is actually the most important role from an SRM point 
of view. 
Supply chain top management: 
“..If the contact point map would be drawn, who has contacts with whom, with whom to 
do some other issues, all structured, and kind of when referred to accounts, those would 
be directed to key account team, this is how we do business with this account and these 
kinds of things goes till key account manager or key supplier manager, who could be the 
category manager when it comes to global big products. He/she is responsible for the 
supplier relationship, being the highest person in the relationship. Transactions occur at 
many levels but it happens in a structured way and the category manager is the highest.. 
Not the one who has the highest ranking title but the one who is right, and who has 





Figure 18. SRM Responsibility chain. “What are the general roles or functions taking 
part in the supplier relationship and examples of their responsibilities?” 
 
 
5.5 Service level and performance management 
 
5.5.1 KPIs as instruments for change 
 
Generally, the measurement of matters agreed with a supplier helps to gain the optimal 
post-contract value from the relationship. This argument is emphasized in context of 
SRM, especially if a company seeks the development of its suppliers or to use the KPI as 
hence against price increases or vice versa argument for price reductions. These 
hypotheses were supported during the interviews by supplier performance management 
and supply chain top management. 
The demand for KPI research rose from the interview of supply chain top management: 
“SRM should investigate which KPIs are important for value creation and how these 
can be implemented” 
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The major prerequisites for the usability of KPIs as an instrument or performance 
reporting tool were identified via two separate interviews of regional sourcing 
management and supplier performance management. In these two interviews the 
interviewees basically had similar message prerequisites. First major prerequisite was 
that the KPI data should be recorded correctly so that the in case of some claim or major 
conflict results to be dealt in court, KPIs must be healthy and realistic. Second major 
prerequisite for KPIs was that the gathering of KPI data should be automated and not to 
require too much manual work from concerning professionals, which also minimizes the 
danger of human error. 
The major prerequisites for sustainable and effective KPI implementation on global level 
were considered as absolute necessities by supplier performance management and IT 
senior management in separate interviews. Prerequisites are that the global 
implementation requires “global harmonized ways of implementing and using the KPIs” 
and support from top management. 
 
Based on the interviews of regional sourcing management, supplier performance 
management, category management and supply chain top management This research 
suggests Ahlstrom-Munksjö to implement the following KPIs as part of the SRM 
program (Table 14): 
 On-time delivery (OTD) KPI 
 Ability to deliver on requested date KPI 
 Delivered volume accuracy (Delivery in full) KPI 
 Quality KPI 
 Product development (PD) KPI 
 Customer service KPI 
During the interviews with regional-, supplier performance- and category management it 
was identified that the amount of KPIs should be limited. The above list was reviewed 




Table 14. List of KPIs suggested to be implemented on a global level. 
 
 
5.5.2 Case: SAP KPI Reporting tool 
 
As earlier explained in the methodology section (4.3) this research resulted in the 
implementation of KPI data gathering and reporting prototype at one Ahlstrom plant. 
The method allows the reporting of KPIs via SAP ERP, more exactly via SAP MM 
(material management) AP1 - production and AP4 - ECC TEST by comparing the 
documented dates and quantities from purchase orders (the confirmations of purchase 
orders and received deliveries). The potentiality for this development was identified 
from the interview of regional sourcing management and feasibility of it was recognized 
in the follow up interview of senior IT management.  
Customer service KPI 
refers to the 
subjective perception 
of how buyers or 
other stakeholders 
affiliated with a 
supplier felt the 
communication with a 
supplier. As the 
communication varies 




different levels of 
communication. It is 
therefore important, 
for a supplier’s own 
sake at least, to 
measure this factor 
and communicate it 
to a supplier. 
Measurement could 
be performed twice a 
year in form of 
questionnaire to 
various stakeholders 
determining the level 
of customer service of 
a supplier.












of these two  
dates per every 
delivery. The 
documentation 
has to rely on 
accurate data 
which can be 
presented for a 
supplier in case 
of conflict.
Ability to deliver 
on a requested 
date refers to 
comparison of 
the dates buyer 
requested the 
deliveries to be 
to the actual 
delivery dates. 






accuracy refers to 
how well a supplier 
fulfilled the 
quantity requested 
in purchase order. 









quantities. In some 
cases, supplier 
might be able to 
deliver only the 
portion of the 
required volume, 
but delivers the 
rest of in different 
delivery. These 
types of situations 
require extra care 
when documenting 
the data. 
This research identified 
two important quality 
KPIs; defect rate and 
claim rate. First refers 
to a rate of delivered 
defected material 
versus the total 
delivered volume from 
a supplier. Second 
refers simply to how 
many claims there exist 
per a supplier in a 
certain time period. A 
claim rate is usually a 
result of defects, so if 
company wishes to 
choose only one KPI, 
the measurement of 
defects would 
eventually lead to 
minimization of claims 
as well. Currently, 
claims are collected and 
reported at old 
Ahlstrom plants, but 
the reporting methods  
varies . In any case, the 
claim rate ise 
considered important 
part of the material 
management .
PD KPI refers to 










this KPI can be 
rather subjective 




a supplier was 
able to fulfill the 
requests. 
Suggested KPIs
On-Time Delivery Ability to deliver Delivery in Full Quality PD Customer Service
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The implemented KPIs were “On-time delivery”, “Ability to deliver on a requested” 
date and “Delivered volume accuracy”. The requirement was that the plant buyer enters 
the data scrupulously to SAP. Any case, if by error some data was not entered, the report 
implies clearly from which deliveries SAP lacks data to calculate KPIs. 
To run the report, a person is required to have allowance to use SAP and run the 
transaction code “ZKPIDELV”. After running the transaction code SAP presents 
“Selection Screen for KPI Report” (Figure 19) and request user to enter the parameters 
of a plant, a time frame, a vendor code, a PO number et cetera, but the user can run the 
report by simply entering the vendor and the plant she requires information from.  
This development can be viewed as a case study result of how to utilize technology for 
SRM’s performance monitoring purposes. The value proposition from this tool is the 
support for supplier development initiatives, price negotiations, SRM’s account based 
management and monitoring of the supply flows to a plant.  
One major purpose of properly documented KPIs, identified from the interview of the 
supply chain top management, was their usage in price negotiations. This means 
basically hedging against price increases by communicating the poor KPI to a supplier. 
A buyer can also use the KPI as argument for price reductions or to gain some other 
value from a relationship, like the development of the performance.  
Based on the interview with plant purchasing, a buyer has its own advantages by running 
this report, at least at the inspected plant. Earlier to forecast the incoming materials to 
the plant, it was required to call the port, for example, to spot which deliveries have 
arrived and when the deliveries will be sent forward. Currently, the report allows the 
visibility of incoming materials in a coordinated way reflecting the documented delivery 
dates supplier promised to deliver.  
For further implementation of the “Case: SAP KPI Reporting tool”, based on the 
interviews with supply performance management and senior sourcing management, this 
research suggests the development of the tool in a few other plants as part of the pilot 
phase program. Then in the rollout phase the tool can be implemented into all plants 
using SAP using the earlier developments as an example. Plants chosen for a pilot phase 
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should represent geographically whole territory company possess to gain support from 
colleagues all over the world. It is important that the implementation per plant is done 
the same way and that the people’s work methods are harmonized regarding the data 
collection to SAP. Currently, the SAP cannot be utilized as effectively in every plant due 
to lack of harmonization and research. Nevertheless, every plant using SAP can access 
and run the report in SAP, which gives the visibility of past and incoming deliveries 
referring the purchase orders done via SAP. 
 
 
Figure 19. “KPI Report for SAP Delivery”. Selection screen for KPI report. User is 
required to enter variables to this screen to run the report. 
 
5.6 Supplier development 
 
This research identified a total of 16 supplier development (SDE) initiatives suitable to 
be addressed in SRM program (Table 15). Initiatives were created by reflecting the 
supplier assessments, company’s business value drivers and interviews of plant 
management, category management, supply chain management, supply chain top 
management, regional sourcing management, senior sourcing management and supplier 
performance management. Intention for the creation of SDE initiatives was their usage 
as a basis or part of a collaboration venture with a supplier. The list in table 14 was 
reviewed by supplier performance management and it was confirmed comprehensive.  
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According to the interview with category management, the SDE ideas should be 
brainstormed together with representatives from plant, which can seem logical but is 
also important from an SRM stakeholder engagement point of view.  
 




5.7 SRM IT Systems 
 
This result section shares the key findings regarding which of Ahlstrom based IT 
programs can support the SRM processes (Table 16). Previously presented 
developments and programs, like “Case: SAP KPI Reporting tools”, “Atrack” for cost 
reduction and avoidance reporting, “E-Spend tool (SMART)” for spend analyzes” and 
“Vendor Evaluation Tool (VET)”, can be viewed as the good examples of how to utilize 
or develop existing IT tools to support the SRM processes.  
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Based on the interviews of category management, supplier performance management 
and senior IT management, the “Sharepoint” can be used for the sharing of suppliers’ 
information internally between SRM members or other stakeholders. This information 
includes prices, contracts, market analyzes and spend analyzes, for example. It is not a 
specific data management system which would give access to warehouse levels, supplier 
POs et cetera, but does give accessibility to SRM members to share various sourcing 
related content. 
Based on the interview of supplier performance management, the Vendor Evaluation 
Tool (VET) is a program used to support the supplier audits and measurement of 
suppliers’ performance and capabilities on a plant level. Strength of the program is that 
it allows one consolidated source of information regarding supplier measurements for 
SRM members. Weakness of the program is that it bases the information about 
assessments to rather subjective data inserted by various personnel. In ideal situation, the 
assessments would be performed in a disciplined way based on the global harmonized 
instructions. Currently the program is not updated and this research suggests the 
company to update it to a modern browser based version. Alongside with internal 
efficiency benefits, the update gives suppliers accessibility to inspect various analyzes of 
their selves. This procedure supports SDE initiatives. 
Based on the interview of supplier performance management, currently there is not 
software supporting the monitoring of defect rate, but “Claim management tool” gives 
personnel possibility to organize, document and report the claims of a supplier in a 
coordinated way. SAP could be developed to document the defects and even report them 
to a supplier by creating EDI connection, which would in ideal situation lead to the 
payments of invoices according to the actual delivered and accepted material. This 
requires the development of the technology and working methods of monitoring the 
quality of incoming material. 
Based on the interview of supply chain top management, supplier performance 
management and IT senior management this research suggests company to invest in 
specific SRM software like SAP SRM or Ariba, which could be integrated with ERP and 
other programs related to sourcing, accounting, manufacturing and planning processes. 
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According to IT senior management this requires a very well planned business case, 
global harmonized methods and support from stakeholders.  
Senior IT management:  
“Usually, when concerning major IT investments – the break-even point should be 
reached during a three-year period.” 
 It should be noted, according to the IT senior management, that Ariba suits better for 
“indirect sourcing category” whereas the SAP SRM, or similar, for the creation of 
“Procure 2 pay” process and harmonized an account based sourcing platform.  
 
Table 16. The list of current IT Tools which can support the SRM processes (Ahlstrom). 
  
 
5.8 SRM Cases – Collaboration 
 
One of the main objectives or even the most important objective of SRM is the value 
creation via collaborative partnerships with identified strategic suppliers. This statement 
is based on the observations from the interviews of supply chain top management, senior 
sourcing management, category management and supplier performance management. 
This chapter briefly explains research findings regarding the main themes of supplier 
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collaboration, preliminary work which should be considered and recommendation for 
the pilot phase collaboration schemes. Collaboration processes in Table 13 refers to the 
main milestones to be taken into account within the relationship in chronological order.  
Based on the interviews with category management and senior sourcing management, 
the supplier collaboration projects or developments could be based on SDE initiatives 
(Table 14) but also on other various initiatives regarding accounting, logistics, IT 
integration, product development or some other topic which could create value for both 
parties.  
Senior sourcing management comments regarding collaboration themes: 
“If we talk about product development as we basically transform raw materials we’re 
interested in enhancing the properties of raw materials because they mirror effect into 
the performance of our own products and our customers process, which they convert to 
a product. ..One can instead think of an administrative simplification process, either 
logistics or pure accounting. In that case, it can be common tool to interest the business 
units.” “Either optimize logistics, optimize the accounting, integrate IT systems.. You 
could even think to have direct access to our production planning and organizing of 
deliveries and as consequence the invoices by themselves as service, and of course we 
automatically pay them according to agreement. It’s doable, of course, its beneficial for 
all business units with that supplier.” 
Supply chain top management: 
“Collaboration with supplier is not that complicated, we just aim to create value or cut 
costs, like development costs, therefore collaboration, for example “Lean-approach” 
together with supplier can be very beneficial, because it can very well be that we 
demand something very unnecessary which, in the end, results in our own costs. If 
someone eliminates some unnecessary process away, then it has added-value for us. We 
should pay little more for those if in result we save in our own operations.” 
These citations from interviews performed give room to a statement that collaboration 
regarding accounting could be an administrative simplification process which could 
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create value by eliminating unnecessary processes or doing them in a more optimal way. 
Collaboration regarding logistics could simply refer to logistic collaboration, where the 
costs of various logistic procedures are transparent for both parties and one that could do 
it more economically would take the cost responsibility. Based on group interviewing of 
regional sourcing management, senior sourcing management and category management, 
the logistic collaboration refers also to an innovative thinking of the new routes of 
supply, the elimination of unnecessary processes from supply chain or to the 
development of “Radio Frequency Identification” (RFID) system, for example, which 
allows on time tracking of deliveries.  
During the interviews performed regarding collaboration themes, this research identified 
product development as the most frequently discussed topic regarding supplier 
collaboration. This finding supports the current global trends of SRM value creation 
(Dolder and Haag 2016). Collaboration in product development could refer to the 
creation of a new product, improvement of an existing product (quality) or technologies.  
Based on the interview of business management, the main roadblock identified for the 
supplier collaboration was the concern of sharing critical information but it could be 
tackled by properly created Non-Disclosure agreements (NDA) and relationship 
governance structures. This statement was supported also by senior sourcing 
management: 
“Of course, It’s more tricky on product development, because there we create value and 
we should have a way to protect also the supplier interest so that they can see that they 
will have more value in the future development. So, I think this needs to be organized 
with a legal and technicians. Ultimately what we develop together, we can say in NDA 
etc. that we will not source equivalent material or not teach another supplier to develop 
something similar for the same application.  Secondly, we ask the same from a supplier, 
so that he won’t use knowledge developed with us to go to our competitors. So, these 
things needs to be taken upfront, in the beginning, no to be forgotten, then when things 
start to get more complicated. So, we need to do it. But it’s something pretty normal, this 
agreement.  But I think it needs to be done so that supplier knows that business he 
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develops, margin he creates, for us but also for himself, stays, reasonably. Need to have 
return back on an investment.” 
Chapter 5.4 already explained the principles of forming the governance structure per 
relationship. It is important that the stakeholders, including the executive sponsors, are 
engaged in the very beginning of the collaboration scheme or SRM project, so that the 
stakeholders feel obligated to provide their efforts for the relationship. This point is 
based on the comment from the interview of senior sourcing management:  
“All the stakeholders, incumbent to participate in the project definition then they cannot 
walk away once we launch it. Otherwise you don’t have the same feeling of ownership 
from all the stakeholders, then you miss the answer from somebody” 
The SRM collaboration requires proper preparations like formation of a governance 
structure, setting a timeframe, creating a value proposition and defining an exit plan 
gives systematic pattern for which to base the collaboration project successfully. Points 
regarding a governance structure and value proposition were issued earlier, but as new 
information the points of an exit plan and time frame were based on the comment from 
the interview of senior sourcing management: 
“..There should be a timeframe, you can tolerate to extend it due some unexpected 
complications and delays. But at certain point it needs to be over.. And again the better 
you prepare the project more change to be successful you have, sure. But at the same 
time you need to accept some failure some short comings.. You shouldn’t create a 
evergreen baby you don’t want to kill and always trying to invent something else to keep 
it alive. If you’re in deadlock, fine, there’s nobody to blame if things are done properly. 
No problem, let’s move something else. Or you block resources, create expectations, 
create frustration, because the project goes nowhere, better to kill the project upfront. 
 It should be noted that the collaboration with a strategic supplier is most likely a multi-
year scheme which can include several different projects to be processed in parallel, for 
example by the business unit. This creates a need for even more complex relationship 
structure which should be anticipated in the beginning, like the earlier citation from the 
interview of top supply chain management suggests. However, based on the interview of 
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senior sourcing management (citation below), this research suggests the creation of 
collaboration projects with only a few strategic suppliers in the pilot phase SRM 
program and limiting the projects to one per a supplier. This gives an organization time 
to mature its SRM program and reflect the possible mistakes done in the pilot phase. 
Also, during the pilot phase SRM program it is important to gain the success stories of 
SRM projects to communicate the benefits internally and gain support for further 
implementation of SRM program. 
Senior sourcing management: 
“In my opinion, the trick is to have very few projects at the time because the projects 
shouldn’t be evergreen.. If we start doing something, we would pick up one or two 
suppliers to start with.. Once you have everything when you launch , proper loss, a 
governing body , a time frame etc etc. I would anyway limit the number of candidates to 
be chosen to those..” 
Other research results from supplier collaboration regards to supplier recommendations 
for further value creation with various raw material suppliers, which were based on the 
interviews of category management and plant management. Exact details of 
collaboration initiatives, like the names of suppliers, are not suitable for publishing due 
to confidentiality issues. Results were reviewed and discussed with company’s raw 
material category managers. Supplier recommendations are suggested to be considered 
to be taken part in the SRM pilot phase program because they include the topics of 
collaboration and supplier development for various strategic and core suppliers.  
Regardless of the approach, the company chooses to be taken with suppliers, to 
maximize the potential from supplier collaboration, this research found, based on the 
interview with category management, that it is important to organize “brainstorming” 
session with internal stakeholders to outline the topics from a company side before the 
first collaboration session with a supplier, like already explained and cited in a supplier 
development section. After the first session, SRM members can hold business reviews at 
regular intervals with a supplier according to the governance structure principles.  
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From a value creation point of view, it is important that business partners could mutually 
and honestly agree of the common goals, so that the collaboration development benefits 
both parties. This statement is based on the citation from interview with supply chain top 
management: 
“The basic idea of CRM is that we try to sit on the same side of the table.. More we can 
create value together, more we have money to share with each other, this same idea 
goes to business with suppliers. The supplier, who creates value, deserves the fair price 
of its products” 
The created value, in the above citation, can simply refer to a better and more stable 
quality of goods, better service and supplier innovation, which all decrease the total cost 
of ownership. These examples are similar to the SDE initiatives (Table 15) and are based 
on the interviews of supply chain top management, senior sourcing management, 
















6 Discussion and Conclusions 
 
6.1 General discussion about the research and results 
 
The discussion section of the thesis concentrates on the assessment of the research 
results and contemplatable limitations or possibilities of them. This section also assesses 
the functionality of data gathering and analysis and takes a stand on what went well or 
could have been performed better during this research. Because of the qualitative nature 
of this research and the SRM model, the conclusions are attached to the same section as 
discussion. It should be noted that the results section already explained some of the main 
functionalities of various SRM model’s processes as part of the recommendations of 
how to go forward with the implementation of the processes. 
Empirical findings from the case studies, regarding risk management benefit 
measurement, ”Case: SAP KPI Reporting tool” and supplier segmentation, can be 
considered as exceptions when comparing with the rest of the results, due to a wider 
usage of research methods used to investigate the hypotheses.  
All studied SRM themes included interview analysis. Supplier segmentation included 
also the statistical data of suppliers, which proved the method being valid because the 
data analysis (segmentation results) was supported by the interviewees. Also, the ”Case: 
SAP KPI Reporting tool” required a deeper investigation of how to implement SRM IT 
system in practice to measure the performance of suppliers. The risk measurement case 
is a scenario created for Ahlstrom which analyzed the actual data of cost and production 
variables and was proven realistic during the interviews.   
Originally, alongside with the creation of SRM model, the thesis also aimed to analyze 
actual supplier collaboration cases, first by segmenting the supplier base to identify 
strategic suppliers and testing how the presented SRM model works in practice. This 
target had to be left out due to the lack of time and the announcement of the merger with 
Munksjö. During the research, because of the merger, the company faced a major 
organizational change which brought too many uncertainties for the practical 
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continuation of SRM program as well. Therefore, it was decided that it is best to 
concentrate on research of creating the SRM model as recommendation how to go 
forward, the conducting of the supplier segmentation comprehensively and inspecting 
the case study of how to implement procurement KPIs.  
 
6.2 SRM Model 
 
6.2.1 The research questions, methods and generalizability of the results 
 
The research questions presented in Table 1 were formed to identify solutions for SRM 
and processes to include in the pilot phase SRM program. The formed research 
questions illustrate the practical approach of this research to form suitable SRM model 
for Ahlstrom’s use. However, on a theoretical level, this research aimed to outline the 
themes of SRM as descriptive as feasible.  
The interviews, and analysis of them, illustrates more on how to address the SRM 
related questions inside Ahlstrom. Still, most of the findings are applicable on a general 
level when reflecting how to address the SRM implementation on a company level and 
the results can be considered as proof that the suggested methods are applicable. This 
regards especially to the empirically tested case findings of how to perform supplier 
segmentation, how technology can support SRM processes (KPI Case) and how to 
measure SRM value. 
However, when inspecting the generalization of results in an academic context, the 
major shortcoming of this research was that the interview questions were heavily 
weighted to address the SRM themes from Ahlstrom point of view. Even if the results 
are valid from Ahlstrom point of view or maybe even universally, the validity of various 
SRM findings would be more undisputable if they had also been empirically tested. This 
was not possible due to the time limitation of this research.  
Generally, the interviews performed were able to address the SRM themes well. The 
selection of interviewees and which topics to address with whom, can be considered 
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successful. An SRM is a cross-functional procedure, so the interview themes had to be 
directed to concerning professionals. For example, it was not purposeful to address IT 
investment and implementation related issues with a buyer, unless it was purposeful to 
ask which IT systems he uses in his work regarding supplier management. Still, this 
researched aimed to address the very same an SRM related questions with different 
interviewees to gain reliability for the hypotheses and processes. On some level, this was 
achieved, but due to high number of research questions, an author considers that even 
more interviews could have been performed to address the questions more objectively. 
This lack applies particularly to the themes of SRM governance, supplier development, 
SRM IT systems and supplier collaboration. Supplier collaboration results can be 
considered practically feasible giving established pattern to launch SRM cases. Still, this 
research should have interviewed more business leaders regarding the collaboration 
schemes with suppliers and what value creation possibilities they see in their business 
units.  
The interviewees were able to give objective answers regarding the themes of SRM. Due 
to the qualitative nature of the research topics, some interviews lasted multiple hours 
which included deep conversations about practical SRM implementation for Ahlstrom. 
Sometimes the answers were given in a form of examples and stories, which also 
explains the relatively long interview sessions. The nature of data gave some challenges 
for analysis. This resulted that only part of the interview data was purposeful to use in an 
analysis of results. Some of the interviews could be considered more as structured 
interviews rather than semi-structed “theme interviews”. These cases regard to the 
testing of already formed SRM hypotheses or processes, like “Is the list of SDE 
initiatives comprehensive from SRM cases point of view?” “Is the presented supplier 
segmentation method executable?” “Do you agree with a list of synthetic fibers 
strategic suppliers per business unit Y?” et cetera. Most of the major interviews were 
performed after the formation of theoretical analysis and hypothetical SRM model, this 





6.2.2 Assessment of the SRM Model 
 
Most of the processes of the hypothetical SRM model (Table 13) were issued during the 
interviews or were formed based on the interviews. Some of the processes are based on 
the theoretical analysis and observations. For example, this research observed only one 
case where “Service level agreement” was created, but did not receive a clear answer 
why it is not a standard. Maybe due lack of a formal SRM program.  
As earlier expressed, the processes of SRM model are the synthesis of presented 119 
processes, which were reviewed by three interviewees. Therefore, this research 
concludes the processes (Table 13) being part of research results.  
Some of the presented processes overlap with each other and the creation of processes 
by SRM theme / section represents the categorization of processes. In practice, it is 
possible that only a portion of the processes is feasible to be performed, depending on 
the nature and intensity of the SRM program or project / case. The processes and 
sections are meant to be progressed in parallel, rather than in chronological order. This 
research does not suggest implementing the processes as they are or considering the list 
(Table 13) being totally comprehensive. The list is illustration of the moment of research 
and the best outcome this research was able to aim for. Like interview results prove, the 
SRM is a continuous development program which aims at the reflection of best practices 
and modification of existing ones. By formalizing and systemizing the processes and the 
roles, company can ensure the continuity of the SRM program in case of organizational 
or personnel changes. 
The formation of SRM model was explained in Section 2.1. If the results regarding the 
themes / sections of SRM model are compared with other researches of how well 
companies have implemented various SRM sections, then this research claims that 
sections regarding supplier segmentation, performance measurement (management) and 
risk measurement (management) are the most deployed SRM processes, which are 
presented as themes or sections (categories) of SRM model in this research. Objective 
comparison to other SRM models presented in this thesis (Table 2) is difficult due to the 
variation of SRM models and lack of information regarding exact SRM models used by 
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a company. However, like the section 2.1 concluded, the governance models and 
supplier segmentation are the most deployed SRM sections by companies (Shutes and 
Day 2016 and Hoek 2013). If Ahlstrom-Munksjö’s “SRM maturity level” had to be 
measured against the chart presented by Hoek (2013) (Figure 3), the company would be 
located to status of “Exploring”. Almost the same result of “Developing” would be 
given to Ahlstrom-Munksjö when comparing against Shutes and Day (2016) chart 
presented in Figure 2.  
 
6.3 Value topics 
 
Even though the question of which benefits company aims from SRM program was not 
presented formally during the interviews, based on the observations from interviews this 
research concludes that three main aims or value propositions of Ahlstrom-Munksjö’s 
SRM program are cost reduction, risk management and supplier innovation. Lists of 
various SRM benefits companies gain or goal are presented in Figure 5, Figure 6, Figure 
7 and Figure 8 (Edbury Daley 2009; Hoek 2013; Shutes and Day 2016) 
In current highly competitive business environment, where raw material prices are in 
danger of entering a new upwards cycle, the need for innovative value creation 
increases. SRM’s initiatives for securing the volumes and prices, supplier based 
innovativity et cetera, can be the critical components of success for the company. The 
value proposition of developing the SRM program refers to these benefits and in overall 
to the benefits which have been issued in this research report. Although this research 
emphasizes the value creation, it is understandable that during rising raw material prices, 
the pressure for opportunistic sourcing and value claiming increases. By sustainable 
management of the supplier relationship, the potential damage caused for the 
relationship by competitive sourcing methods like fierce tenders et cetera can be 




Value propositions can include both financial and non-financial benefits and it is 
recommendable that non-financial benefits are transferred into quantifiable financial 
form. This helps to gain support from senior management or other decisive stakeholders. 
In some cases, the existing value measurement techniques of SRM projects can be 
utilized to form an indicative value proposition of a new SRM project. Also, some of the 
SRM projects require pre-calculation of the benefits or risks, like the estimation of a 
supply disruption. 
This research suggests the implementation of the most practical value measurement 
methods in the pilot phase SRM program and later developing more advanced methods 
of measuring SRM derived value more exactly. That is due the relative difficultness of 
estimating, for example, what would have been the increase in sales caused by a SRM 
project. In the beginning, it is better to allocate resources to core activities and leave the 
advanced methods for later development. Also, by a continuous improvement of SRM 
program, company will learn which kind of measurement methods are the most suitable 
for feasible SRM processes and projects. The documentation of potential value 
measurement methods ahead gives a choice for the company, which to practice in future.  
Also, the value measurement is important for sake of internal communication and to 
share the created value between concerned stakeholders. For example, in a case of 
increased value via supplier collaboration, two companies can share the added value via 
transparent value measurement. This gives integrity for sustainable relationship and 
future collaboration.  
 
6.4 Supplier segmentation methods and results 
 
As already mentioned in segmentation results, this research suggests the company to a 
perform supplier segmentation on an annual basis to update the changes in strategic 
suppliers’ capabilities. The segmentation can be executed in various ways, like 




The advantage of the performed method is the reliability of the results due multiple 
analyzing methods and assessors of suppliers. Second advantage is the cross-
functionality. By identifying cross-functional stakeholders already in a segmentation 
phase, people are already accustomed to SRM approaches and feel more motivated to 
continue with a potential SRM schemes. The disadvantage is the relatively heavy 
process of it. This method consumes time of various stakeholders and especially from a 
data processor / coordinator of the process.  
When comparing the selected method with the theoretical analysis of various 
segmentation methods, the used method obtains qualities of Park’s (2010) model “how 
to identify supplier attractiveness”, Dickson’s 23 KPI / criterion for supplier selection 
and Svensson’s (2003) questionnaire to test the “intensity level of strategic 
relationship”, but has a nuance of Positive Purchasing’s (2015) “quick and dirty” 
analysis applied to the testing of results by category managements analysis. 
Alternatively to the method used, a company can perform “quick and dirty” 
segmentation proposed by Positive purchasing (2015), where knowledge of sourcing 
account managers is utilized to perform the segmentation of suppliers, for example. 
Advantage of this process is the easiness and quickness of it. The disadvantages include 
reliability of results and lack of SRM stakeholder engagement. One solution for a 
company is to perform this method whenever the time resources are tight and favoring 
the comprehensive method whenever suitable. 
Regarding the performed segmentation, the presented segment of plant strategic 
suppliers was rather indecisive because some of the suppliers, who resulted in as a BU 
strategic, supplied only one plant but the relative importance from BU point of view was 
so voluminous that they resulted in as a BU strategic. Also, some of the plant strategic 
suppliers were considered as core supplier on BU level but obtained strategically 
important qualities from the plant point of view. This resulted in the creation of this 
segment but in future supplier segmentations, this segment’s existence should be revised 
again. It also occurred that the real number of core suppliers is higher than 43 (Figure 
16). As explained in the methodology section, suppliers who were considered as 
potentially strategic were chosen for this analysis, therefore it did not account all 
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potential core suppliers, but reliability of the strategic supplier list can be considered 
comprehensive. 
This research did not separately count or identify the base suppliers of the businesses. 
That is due the low importance of the base suppliers in a strategic context. The main 
benefit by identifying also the base suppliers could be the identification of possibilities 
to eliminate them and consolidate their delivered volumes with strategic and core 
suppliers. 
According to this research, the criteria used in supplier assessments can be considered 
suitable for assessing pulp, synthetic fiber and chemical suppliers. This research 
identified the discussion of non-suitability of the criteria to assess Abaca suppliers, 
which means that the positioning of Abaca suppliers as “Core” supplier is inaccurate. 
This research suggests the creation or modification of criteria per a sourcing category. 
For example, criteria to assess indirect, logistic, MRO, et cetera suppliers should differ 
from criteria used to assess raw material suppliers. Also, it should be revised can the IT 
criteria be added to supplier assessments. That is because the IT personnel was identified 
as the important stakeholders of SRM during this research. 
When comparing the used segmentation model (Figure 17) with the seven segmentation 
outcome models presented by Rahimi et al. (2008) (Appendix 3), the models’ top two 
segments (group strategic suppliers and strategic suppliers) has most similarities with all 
presented supplier top tiers. Alignment with the rest of the tiers is rather difficult or not 
purposeful due to the variation of factors used to segment the suppliers. Ahlstrom’s main 
factor were the strategic importance of suppliers and on how many business units it was 








6.5 SRM Governance structure 
 
6.5.1 Responsibility chain discussion 
 
The purpose of the presented responsibility chain is to work as an example and basis for 
further governance structure definitions by SRM case. The formation of responsibility 
chain in SRM is based on the interview analysis, observations and methods of an 
account based management identified in the theory section (3.3) and it has similarities 
with Hoek’s (2013) and Hughes et al. (2010) governance structures presented in Figure 
11 and Figure 12. 
The presented responsibility chain (Figure 18) and governance structures (Figure 11 and 
Figure 12) work the best in an organization with a centralized procurement or even an 
account based management of key suppliers. Nevertheless, the usage of account based 
structure to manage SRM’s strategic collaboration projects is not excluded from other 
types of organizational models. That is because the collaborative relationship or a 
project generated by it can be considered as part time venture or simply as a project, to 
which is already natural to nominate various personnel cross-functionally.  
 
6.5.2 The roles of SRM 
 
Figure 18 illustrates the responsibility chain of strategic supplier relationships. It should 
be noted that the responsibilities and roles, and amount of them, should be defined per 
relationship, so the roles and examples of the responsibilities presented in Figure 18 
illustrates what to take account when defining SRM teams per relationship. Also, it is 
important to remember that most likely, if a customer is big enough, the supplier has its 
own account based structure and objectives defined for the relationship. Therefore, to 
define who does what with whom, should not that big of an issue to communicate 
towards the supplier, because most likely the supplier has already defined these issues 
from his side. The formal alignment of roles between two parties gives clarity and 
consistency for the relationship. This is vital especially when supplier supplies multiple 
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locations requiring multiple contact points, like addressed in the citation of supply chain 
top management in Section 5.4. 
The most essential role for the relationship is the relationship owner, who acts as an 
overseeing character of all the actions taken with the supplier, sets the supplier strategy, 
defines the timing for various activities, coordinates the activities and eventually 
negotiates the commercial issues with the supplier. Relationship owners should be able 
to define; what are the other roles essential for collaboration with the supplier and which 
kind of topics should be in their responsibilities and which topics are not. Latter 
expression refers to sensitivity issues, like the revelation of planned purchase volumes 
without checking with relationship owner first. Category manager, sourcing manager or 
key supplier manager are appropriate persons to be selected for this role, due to their 
active participation and management of the supplier relationships. From supplier’s side, 
suitable and logical selection is the key account- or sales manager, who already oversees 
the actions taken with the customer, accelerates business development, negotiates prices 
et cetera. 
The second most essential role to define and have is the “executive sponsorship” or 
“high level senior support”. This role is in overall essential for the whole development of 
SRM program, but from a relationship point of view, the generated ideas for value 
creation are not likely to succeed unless the executive sponsor shares the same vision of 
strategic partnership or give her blessings for SRM sub-projects with a supplier. 
Therefore, this role is rather symbolic but very important for the relationship owner to be 
able to frame the collaboration. Also, the executive sponsor should help to define that 
the relationships objectives are aligned with corporate strategy. In ideal SRM situation, 
this role would be defined from supplier’s side as well.  
Third level of the responsibility chain refers to daily dealings with a supplier, which 
include back office operations, arranging logistics, the payment of invoices, 
communication with production et cetera. This level includes the procurement- / 
sourcing and accounting people from the plants or some other location taking part to 
supply activities. These people’s titles include “plant buyer”, “sourcing manager- 
/specialist”, “logistics specialist”, “accountant”, “office assistant” et cetera. It is vital that 
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the communication works well between this level and relationship manager, so that the 
relationship manager acknowledges the priorities from plants and what they get from 
this collaboration. Also, this level has to acknowledge the global picture and why the 
development of partnership is important. From supplier’s side, sales and logistics team 
are responsible that the back-office operations, dialogue between plants et cetera works 
fluently. 
Fourth level refers to technical dialogue between product development professionals, 
research engineers, quality professionals et cetera from both sides. The role of these 
people in SRM is to ensure that the product matches customer’s needs, product 
development projects are on time, other stakeholders are informed about recent 
developments, quality is assured, potential claims and defects are investigated et cetera. 
In ideal SRM, these people would join resources and work together towards the common 
goal to minimize duplicate work, misunderstandings and innovate the best suiting 
technical solutions to both sides. 
Mentioned levels and roles represent especially global partnerships where supplier 
supplies goods potentially to several plants across the globe. If supplier supplies just one 
or two plants, being a plant or a BU strategic supplier for example, then it could be 
meaningful to organize the relationship governance more locally, like the representative 
of supply chain top management commented (citation on a section 5.4). This means that 
the relationship owner could be a plant buyer or a plant sourcing manager, for example. 
A good choice for high level sponsorship could be the business unit leader or even some 
executive, alongside with the plant leader. Executive sponsorship would be essential 
especially in case where the supplier supplies a bottleneck or other strategically 







6.6 Service level and performance management 
 
This research does not promote the monitoring of every KPI from every supplier, but 
rather concentrating on most the flagrant supplier development cases or 
underperforming key suppliers. The measurement can also be part of the collaboration 
strategy. Nevertheless, the proper digitalization of supply chain can enable a relatively 
easy automated process to measure the metrics of every supplier, at least with one’s 
company has established electronic data interchange (EDI) connection. 
The execution of supplier development initiatives presented for a supplier, are at risk of 
staying in dependence on the supplier’s goodwill unless the buyer has to present 
accurately recorded KPIs of the supplier’s performance. Of course, if the supplier 
development is part of the collaboration scheme or the buyer is a customer of choice, the 
supplier has its own incentives to better its performance. However, in case where 
supplier’s bargaining power is higher, or the customer neglects its obligations, the 
properly documented KPIs can work as powerful tools in negotiations, like already 
expressed in the results section. For example, it is realistically assumable that supplier X 
has underperformed its promised delivery lead times some period of time, and then 
during price negotiations, when a supplier presents price increases, a buyer can rightly 
hedge against the increases or even demand price reductions using KPIs as a bargaining 
instrument.  
More a classic example of how KPIs can be used a tool for a supplier development is to 
categorize various performance levels into different groups (Group A, Grop B, Group C 
et cetera) then simply communicate to a supplier on which group it is allocated to and 
why. The company can even say that our policy is not to do business with Group C 
suppliers, which raises the pressure for the supplier to develop. Of course, the company 
should be able to carry out the threat in case the supplier does not improve the 
performance level. 
For further implementation of the “Case: SAP KPI Reporting tool”, this research 
suggests the development of the tool in a few other plants as part of the pilot phase 
program, like already explained in Section 5.5.2. 
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If company decides to use some other ERP than SAP in future, the investigation of how 
ERP can be utilized for performance monitoring should be well thought in the very 
beginning. That is because if the supplier data is managed properly and “healthy” from 
start, the implementation of similar techniques is rather painless making the 
measurement of suppliers relatively easy and accurate. 
According to Shutes and Day (2016), 44 % of the investigated companies reported 
performance monitoring as number one benefit they would gain from a supplier 
management IT system. Based on “Case: SAP KPI Reporting tool”, the performance 
measurement was the first benefit brought by IT system, in the context of SRM. 
 
6.7 Supplier development 
 
Like already expressed, the presented SDE initiatives (Table 15) should be considered 
more as a general SDE ideas rather than ready SDE targets with all assessed suppliers. 
However, the SDE initiatives were generated partly by examining direct supplier 
examples discovered during the interviews, supplier assessments, supplier 
recommendations and how sourcing can affect business value drivers (lead time 
improvement, quality improvement et cetera).  
The list of SDE initiatives in Table 15 is not exhaustive, but illustrates the wide range of 
value creation possibilities via supplier development. Some of the SDE initiatives have a 
direct link with the supplier assessments and supplier recommendations, which are not 
suitable for publishing due to confidentiality issues. Also, most likely on local plant 
level, the range of SDE needs can vary significantly due to the different production 
technologies, raw materials consumed etc. Therefore, the development of “Core” or 
even “Base” suppliers does not necessarily require formal SRM approach like formation 
of governance structure or value measurement. 
This research was not able to define, due of time concerns, proposal for a SDE model, 
global SDE plan or exact proposition to what kind of tiers suppliers should be divided by 
their SDE needs. This research suggests follow up investigation on these issues. 
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However, the prototype implementation of KPIs and plan for further implementation 
support SDE initiatives, making that case a suitable basis for further SDE development 
as well. 
Further SDE development should be integrated with service level and performance 
management procedures to establish working function to carry out SDE initiatives 
generally. Currently, excluding the supplier audits, company does not have a global 
process of how to measure the incoming quality of fibers or chemicals. The best solution 
would be an automated system which would automatically document KPIs from 
delivered quantities. Alternative solution could be the creation of detailed product specs 
for suppliers. Any case, the improvements in measurement of quality and other KPIs are 
essential support to “everyday” SDE and SRM processes. 
 
6.8 SRM IT systems 
 
This research does not take a specific stand on which of the existing SRM IT solutions 
or software would be the most suitable for Ahlstrom-Munksjö. That is due the 
remarkable need of the integration of the company’s ERP system with the SRM software 
to have the supplier master data, EDI, data management et cetera working in a 
coordinated fashion. Currently, due to the merger, the company possess more than one 
ERP. List of potential SRM IT software and assessments of their functional categories 
are available in Appendix 5. 
The including of research question regarding the SRM IT systems or digitalization of 
supply chain could have been left out from this research due to the lack of resources, 
time and company’s situation with the merger. However, this research decided to 
include these issues in a general level due the strong emphasizing of digitalization of 
SRM or sourcing processes in modern SRM literature and reports (e.g Shutes and Day 
2016). Also, like previously mentioned, the KPI implementation case is a good example 
of how to utilize technology to support SRM or sourcing processes.  
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The interviews regarding comprehensive SRM IT solution remained in discussion about 
company’s capabilities to adapt, use and gain value from this kind investment. Which is 
very interesting, but too heavy process to issue comprehensively as part of this research. 
During some interviews, the SRM was considered as the same as the “Procure-2-Pay 
(P2P)” system or a sub system of it, which illustrates a typical misunderstanding of the 
general concept of SRM. The very same misunderstanding refers to CRM, when people 
tend to think about it as synonym for “Salesforce” (CRM software). However, 
considering that “P2P” can perform SRM or vice versa, the assumption is not incorrect. 
Both can support each other and are partly the same, just a matter of definitions. It was 
observed during this research, that there is a strong need and demand inside Ahlstrom 
for this kind of development (the digitalization of supply chain). This aligns strongly 
with the proposition of how technology can boost sourcing or SRM processes (e.g. 
Shutes and Day 2016) 
 
6.9 Supplier collaboration 
 
The results from supplier segmentation performed in 2016 can be directly used to select 
supplier collaboration or supplier development targets, like already expressed in the 
results section. Also, as previously mentioned, this research did not include the 
investigation of supplier collaboration cases due to the time and organizational concerns. 
Anyway, it is assumable that the collaboration projects would start to bring benefits after 
some time, because usually SRM emphasizes multi-year partnership. Therefore, the case 
research of collaboration cases would have had to be limited to the inspection of various 
“brain storm” meetings and maybe one or two actual business reviews with a supplier. 
Of course, it would have been interesting to inspect how the proposed governance 
structure would work in the SRM cases, which currently remains at contemplatable level 
due to the major organizational changes. 
The interview results regarding collaboration refers to the themes of collaboration, the 
basic patterns of collaboration philosophy (win-win thinking, value creation) and what 
to consider when launching collaboration projects. The “collaboration philosophy” 
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aligns strongly with the theory of gained value, for example via better quality, which 
results in a lower total cost of ownership (Christopher, p. 215). The similar themes of 
collaboration were identified in several studies (e.g. Shutes and Day 2016). The themes 
recognized are based on interviews but most likely there could be as much themes as 
there are business value drivers SRM can affect to, which is analogous to the benefits 
companies gain via SRM (Figure 7; Figure 8; Table 3). The research result of the 
product development being the mostly emphasized collaboration theme supports the 
claim by Dolder and Haag (2016) that the “collaboration in product development” is one 
of the main global trends of SRM. It is contemplatable, could this be the main trend for 
CRM as well? 
The results regarding collaboration preparations are also strongly aligned with the 
principle of creating pilot projects with suppliers or pilot SRM program, where in both 
the concept is tested (e.g. Shutes and Day 2016). What can be considered new and 
interesting in the context of SRM, is the formation of an exit plan, which basically 
requires value analysis, timeframe and proper project management so that the team 
knows when to close the project if it does not meet the expectations. It is not wrong to 
innovate, create and establish various projects with suppliers, but by proper planning the 
risk of continuing or creating “a lousy project” can be minimized. 
Regarding the current SRM research of how well companies implement SRM programs 
and gain benefits from them (Section 2.2), for following research it would be interesting 
to inspect independent well detailed multi-year case research studies by industry of how 
well SRM programs bring benefits from a supplier collaboration schemes and which 
kind of SRM models companies use. Also, regarding the SRM research, it would be 
beneficial to inspect does the SRM program impact on buyer and supplier relationship if 
a customer obtains a CRM approach to its customers. Presumably the impact on a 
relationship is positive and if this hypothesis is proven, can the two companies set up 
certain interaction model together gaining synergy benefits from the relationship? 
Based on the findings of this research, Ahlstrom-Munksjö has all the capabilities to 
develop its formal SRM program and increase the collaboration with the strategic 
suppliers. At the moment of this research, company is going a major organizational 
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change, which gives threats and possibilities for an efficient SRM program. The 
feasibility of SRM and CRM depends on which kind of direction the new company takes 
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 Appendix 1 – First supplier assessment criteria 1966 
 
First criteria created for a vendor selection process. The example of supplier assessment 












 Appendix 2 – Questionnaire to determine relationship intensity 
 
 





 Appendix 3 – Seven segmentation outcome models 
 













 Appendix 4 – Applied criteria and explanation of values  
 





Criteria 1 2 3 4 5
1
Cost Competitiveness 
as Total Cost of 
Ownership
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machines. No 
safety stock 
















If deliveries will 
be late, 
communication 
is provided well 
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allow Ahlstrom 
to meet its 
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Some inventory 




If deliveries will 
be late, supplier 
finds a way to 
ensure that we 
have product 
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Few specific 




but the ability 
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alterations to 
Multiple items, 
with no need to 
alter due to 
flexible 
Multiple items 
and a technical 
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ther ability to 
Multiple items, 
solid technical 
team to make 
suggestions and 
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Financial Health as 














Coverage of Ahlstrom 
locations




that is not in an 
area that aligns 
with Ahlstrom. 
Not cost 
effective due to 
logistics. No 
plans to expand 
or provide 
warehousing.
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that could be 
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on global level. 
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 Marketing criteria and explanation of values. 
 
 





Criteria 1 2 3 4 5
1
Market Trends (Matching 
and supporting Ahlstrom 
future product 
requirements based on 
identified market trends 
and/or BAs product 
strategy)
No alignment to 
Ahlstrom product 
market trends.





to Ahlstrom product 
market trends.
Criteria 1 2 3 4 5
1
Willingness for partnering
Supplier is clearly  reluctant 
to work with  Ahlstrom due 
disputes or poor 
commercial or technical 
relations
Ahlstrom is buying none 
or only very limited 
volumes of low VA raw 
materials. Ahlstrom has 
no potential to provide 
significant value add 
sales.
Ahlstrom is already an 
established customer but 
volumes have stagnated.
Ahlstrom is already a well-
recognized customer with 
significant potential for 
further business 
development.
Ahlstrom is considered as a 
key the customers (high 
volume and VA) by the 
supplier in a competitive 





Supplier has no significant 
R&D resources. 
Supplier has a R&D 
function but is mostly 
focusing on product 
quality rather than new 
product features. 
Supplier is considered to 
have skilled personnel 
within their domain. 
Supplier has R&D center 
or department that is 
working on new product 
functionalities and 
features.
Supplier is well equipped 
and resourced for R&D 
and considered invest 
significant resources for 
developing new product 
for new applications and 
markets They are 
frequently using their 
expert know how to solve 
their customers problems.
Supplier has world class R&D 
center(s) and putting 
significant resources for R&D 
and considered as highly 
innovative. They have strong 
TS function and named and 
dedicated technical support 
person(s) to assure technical 
interface with customers.
3
Alignment with PD targets
Supplier is strongly 
focusing on OE selling high 
volume products
Supplier is mostly relying 
on high volume products. 
Certain specialties are 
offered to the market.
Supplier is generally 
covering all segments 
form bulk products to 
specialties.
Supplier is considered as a 
specialties provider but 
number of different 
commercial products is 
limited.
Supplier is especially focusing 
on developing and 
customizing products to 






Supplier is not keen on 
developing their present 
products with respect to 
new functionalities.
Supplier has a significant 
R&D portfolio with 
projects focusing on 
development of new 
functionalities/ solutions.
Supplier’s strategy relies on 
research on new 
chemistries/technical 
solutions and seeking growth 




Supplier is not  supporting 
Ahlstrom in its EcoDesign 
approach.
Supplier has products or 
R&D projects that can 
support Ahlstrom 
EcoDesign strategy.
Supporting customers in their 
EcoDesign challenges is a key 














Criteria 1 2 3 4 5
1
Efficiency / Runability 
(How material delivered 











correctly in our 
manufacturing 
processes.
The products delivered 
offer us competitive 
advantages in our 
manufacturing 
processes. The 
suppliers are presenting 
new ideas to further 
optimize our efficiency 
and runability.
2





Supplier has no (or 
only able to support 
certain locations) 
technical service, 
that makes them 







than others. There 
are detected certain 
weaknesses in 
terms of support.
Supplier has an 
extensive and 
knowlegeable technical 
service support that 
makes them fast and 
reliable to respond to 
manufacturing 
problems.
Criteria 1 2 3 4 5
1
Supply & Stock 
Management
No consignment or 
VMI programs in 
place. 
Supplier willing to 
implement 
appropriate 







integrated part of 
the price
















for all products and 
all Ahlstrom sites 
2









flexibly to cover 
"+"/"-" demand 
fluctuations











Criteria 1 2 3 4 5
1
Quality system certified System not certified 
and poor, Supplier 




showing interest to 
get certified in 
future, date 
certification not 
System on the way to 
be certified yet, date of 
certification audit is 
planned, Supplier 
shows interest to get 
certified as soon as 
System certified but 
still room for 
improvements.
System certified; 
well maintained and 




process for new suppliers
Audit score below 
minimum level to 
start business, 
Supplier does not 
show willing for 
progress, no action 
plan provided.
Audit score below 
minimum level to 
start business, 
Supplier shows 
willing for progress 
and provides 
actions plans.
Audit score over 
minimum score to start 
business, Supplier 
shows willing for 
progress, provides 
action plans but needs 
support.
Audit score is OK, 
action plan is 
needed, Supplier is 
showing willing for 
progress to highest 
level.
Audit Score is at 
highest possible 
level, no action plan 
required.
3






















applied and part of 
culture.
Criteria 1 2 3 4 5
1
Code of Conduct
Supplier  did not 
sign the Code of 
Conduct.





Supplier  did not 
communicate any 
environmental data.
Supplier  is ready to 
communicate  its 
cradle-to-gate CO2 
emissions.
Supplier is ready to 
communicate 




Supplier has no 
Management 




Supplier has an 
Environmental 
Management 
System (EMS) such 





corporate values of 
the supplier.
Supplier has internal 
expertise in Life Cycle 




Supplier has an 
EcoDesign strategy 
and processes in 
place.
 Appendix 5 – Assessment of SRM IT Software 
 
 












 Overview of the functional categories of SRM software (Dolder and Haag 2016) 
 
 
 
 
